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UNITED STATES DISTRICT COURT
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MARTHA WRIGHT, et al.
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Civil Action
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Ve
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AMERICA, et al.,

FILED
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Defendants.
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NANCY MAYER WHITTINGTON, CLERK

ORDER US DISTRICT COURT

This matter is before the Court on the Motions to Dismiss
Plaintiffs’ Complaint by Defendant telephone companies and
Defendant Corrections Corporation of America (“CCA"). Upon
consideration of the motions, oppositions, replies, the Motions
Hearing held on August 9, 200, and the entire record herein, for
the reasons stated in the accompanying Memorandum OCpinion, it is
hereby

ORDERED, that the Motions to Dismiss the Cecrplaint under the
doctrine of Primary Jurisdict.on are granted; it is further

ORDERED, that this case is dismissed without prejudice; it is
further

ORDERED, that parties are directed to file “he appropriate
pleadings with the FCC to ensure that the issues raised in this

lawsuit are presented to the FCC.
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recipients cf inmate cails. Dafendarts are CZCA¢ and var:ious
- . b
telephcrn2 companies.’

Spe--ficaily, Flaint:iis chailengs the ‘“excl.s:ive desl:ing

suntraons” between  OCA  fzcilizies and  Delzndarc telecrzne
companiss. Under these ccntracts, each CTA facility grants To cne

telephors comzany the exclusive right to prcvide telephnne services

inmates: in return, CTCA receives a2 commission
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renging from 25-50% c<f the revenuss
compen-es from :inmate calls., The axcl.s:ve Jdealing conzrzc:is
furcrer provids that the only way inmates may commuenicate -y
telerhorne 18 thrcugh a cellect call-only feature, whicn charges ths

\ Inmatas cannct resslive <218

highes: cperatcr assisted rzarte.

from ouzside the fecility, and reither .mmates nor recivients of
P2C2 15 a trivate for-proils corporaticn which opevates =ignly
priscns and 2ails in tweniy-sSixX SLEl@s DUISLANRD ID 4g:ig2Tents wilh
state and lzoal goveramenie. CChA owns and conercetes  Lour
crsTizutions housing D.C. priscrers: CZerntral Axvizoza Cetenticn
Cenzer rne Torrance Coenzmy, New Mexizo, Cstsntocn Zenstey;
Nortreas:, 2his Corrscticnal Tenter; and Districz I Columz:ia
Czrrezzicnal Treatment Facil:cy
Tz2fendarn: telepacne companies are Zorercon Inc., [ “Evarcsmt),
American Tel=crnone and Tetecrash lompasy (VATSTYY, XMII Worlccoom
Coomunizeticine Inc, DRSS S:oneer Telephornz Corporari:ive
“Drcn2exr” arnd Slempal Telecormunicztions Lin *Clezzl Tel Lipk™t
" Fla-pTlfis allege, Isr exampls= tnat for a topical lonu-
QLstancte zali, a 2laint:iff st pay an 1nitiil sarcharge ol S4 06
arcé then $.3% pe2r mionute thsrealcer
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inmate calls are fermitted Lo use ctner _ong-GLStance carriers or

=

ccvionms for Immate-

resulisd 1i1n exorbitant and unconsciconabie long distance rases,
whizh severely Eurder communization betwser irmaszez and -ne:r

farilv members and counss., Trney z2lsc clatm that che terms -of
these cecntracts, racher than Iurthering any security pulpose or

covering tne co:zt Lnvolved in providing paone service o irmaces,
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seg., Cemminicaticns Act, 47 U,.8.C. § 1351 =2t sez., and D.7. state
law. P-ainzifils seek monetzry damages and an in
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I. STANDARD OF REVIEW

£laznt should n2t pe dismissed for f2ilure TS state a

7o sel el Zacts 1 suppar: of his claiv whicn would SRENENE el

reliel." 2gnlsv <+, Gibscn., 355 U.S. 42, 43-46 19570 Tavia -,

Morroe. Couzty 24, of Sduc., 11% 8. Ct. 1561, 1476 11399 Tor

oarposes of ruling on o a mILL3n ts dismiss, the factua:l 3_l2gat cas

of =:the compla:zn: must 2e gresured to be true and liberailv

construead in favor of the plaintiff. Shear v, Naticnal R.fle Ase’n

[22]

B 1285

[V}

cf Am., 6L F.24 -2 i>.C. Cir. 1579 .

III. DISCUSSION

“eferdants raise a numcer of jurisdictional ravxs
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the merzts ¢f t:is case,® Amcng other things, they urge tha:t che

Tzurt snould exersise its dis-retrison tc refer »
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tne rCC under the doctrine =° primary curaisdiction. Specifircally,
Cefendarce argus that Flaint_ffs’ muit s primcarily a challenge -z

eress of the cclilect zali-zn v phone ratec Thargez,
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e oSSy,

¢ Cef:ndance Zlobal, ATS&T, and Picreer assert tha- e

Comz.iairnt should 2e Zismusszd Sfor lack of DEIYEBOndL ur:isi.ccior.
celendant ATST alsc asserts that the ictien shuuld pe Gismissed
2garast it fer falilure iz jzin ar ~ndiapensable par-y.
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which, under a regulatory schewe, nave oeen placad :n thne hands oo
an admizmistrative hody.” 328 Aestern Facilic R.R_J2., 332 U.S

5 €4 1193%6!. Referra. tc the administrative acency dces not

jur-sdiczicrn, and a ccurt ras cdiscrazicn eliner

disadvantaged, to dismiss ths czsz without pre
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urisdiczicn.  Instead, invocation of the dcctrine vasts otk on
N

the advantagzs of allowing sn agency Ic apply 1ts sxpart Judsment

and cn a concexn for  achieving uniform  outsones E in27

Communications Service, Iac, v, Katiznal Excrance  Sarcies

Assocration. Inc.. 565 F.2¢1..8 'D.T

Id. at 112¢C teplving thess principles o che cass 3t nand, Iae
Ceurt aconziudes chat Blaintiffs c¢lz.ms are bes- resolved by

although Plzantiffs havs advanced nimsvsius conEt =T onsl ans

STALUTCYy IZLa1TE in this ac-icn, what 1§ SOTMGr o Lt 4 : ores
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contracts oetween CCA  end D2efendant Chone ccrpanies  are

llege that trose races are :nflated 1o
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Aoy remed, woLld reguire tne Court Ttz <rder o2one 2f twe
arrangenents {2y rthat tnhe excliusive dealing cocrTracts contiin
ios2r shone rates; or (&) ctnat JCA oifer lamates a cnc.te of pooae
cevrisre o calling octione.

'

ELzney arrangement, however, wculd ra2g:ulre a determinatian o

oromic arnd techrical :issues, such as wnetnsr teleghone

be iowerad or whether ths alzerrativa telepnone

arrangem2ncs Plaintiffs saek are ceclhinologically feasible givsn the
exigencies £ <ha2 priscn envi.rcnment. 53 2Xplained celow. thaese

arsz 1i38uas ~hat nave been and continue to pe best aidressed b

(@]
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Firsc and fcremest, the FCC 1s statuterily charzsed with

naadiing all claims ccontesting the reasonaklernass oI ctalerhone

races, a7 v.§.2 5 223ib ("KL cnarces orasoices,
claszif:zcacions and reculaz:.cnsg..shall re 15T Efotel

Teascnakcls. .. [.]"). Conseguently, CIurls Ioutinel, raler rate

crallernges To the FUZ. See = . ¢., AmzassaZliry. nT, V. U.S. 322 7.3
Zaring the Mcootions Hearing, the Zocust asrel Flaintiifs
counsel =2 propose a remedy that woold redress <he ir-uriss an toos
3 G231 Mecticna Hearirng Transcrizio itMonicne
pAEEERT Side, HREERIaST 2 SEElslel c:z

this Tourt zeould enter demcnatrates tne
nvcived and tne ne2ed for TIT zcuidance cn




4.7, 324 124537 {nolding that “where tre claim of unlawfulress < a

‘teriffed] regulaticn :s grounded in Lack of reasonablenass, :the

ccjactien must e addressed to the (FCC)): Heszerr 2asifis FLR
S%., 332 UT.5. 2zt 66-7C (relding that “bctr the :gs.es of S L
Constructiion snd tne raasonableness of the tasiff as applozd wers

i Cor- ., EB88 F.Supp. 221 244 !D. Mass. 1995° (v tlhere is
r »

-

diszrirm:iratery nature of cemmer. carrier rules and charges :s

S.grnilfican:zly, ths FC2. :in ex2rcising its mandate to rezulzte
the reas-nableness of races, is avzhovized to et Aguc=r {E
Deifencanta’ cosl-basis of the 25-32% commissions recsived by CCla.
Therefcre, inscfar as Flaintiffs’ challenge is o the cemmissizns
rezervel py CCA ind the ‘mpac: those commissions have on Insrehlenng
rat2s, the FCC can adeguately address thcse issues bv prohiibicins

lsng-3distance carrisrs “rom £InSiTering COMM1SS1Sh CIsis in trelr

ccsIz-kbzzig. 322 Mciieong Hearing Tr. at <f:16-49:3 FCC kas

altnerity tC crier that Deferndancs’ rates nc: reflect cemriss.ons
¢ Zentrary o Elaintiffs’ conterticn, thne o0

recent 2:218i9n in MCI Werlddeom, Tme . v PCC 208 5o

CLo. 2002, Zo=3 not alZfect the FIT's Zurisdfiction o g

rat=s ol long-distance carriars The D.C SEohCr

prcnirt:ited :hevf;LGg ¢S tariffe Ior long-dizrarnce care

Nz way 2:tered tre FCOU's statutory duty to emsure that =i

TACs: carriers are reasonac.e and non-discraninatery,

desrins Tr. at 58:9-2C; 11:5-12



Secend, Cingress 'has giver tiae FCC  expiicit  stanutory
authoricy te rsgulate inmate fayphone sevrvicez in perticuiar 47
U.5.C. § 2733 'providing autasrity o FCC to regulate -avrhone
service, includiing “the prevision of inmate teleprons serv.ce oo
correcticital Lnstituctions ... Indsed, the FIC has consider=sc ans
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the Natsey of Er_lmd PEycwv Frefapandes For IASErizta Y- Talls,
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Seccnd Further Motice of Preposad Zulemaking, CC Jockec Nc. 32-77,

1} F.C.C. Red, 7274 (rel. June 5, 19963 (cdeclining to raguire
billed partys rreference 1n the priscn context for sezurioy

reascns. !Attacned as Ex. 12 to Def. AT&T's Mot. to DJism.ss!: Zr_-he

Mazzer cf Bil_ed Parcy Preference For Irreriats 0« Callis, 12 7.C.C.

Red 8122, Second Report and Order, ZC Deckes No. $2-77 (rel. Jan.

impose  price benchmarks cr rate
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therzfor: nas already developed the neceszary special:zed zxzertiise

faizd, tre FCC rmas tne explizit statutory authericty oo
cons-ofer Tne reasonrableness of 2lainiiifs’ r23usst tc have zczess
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:xih Tne FCOC is currently cons:iderini thallznges 2 e
very s=me rates and gracrticza challenced kv Flzinziifg .o =hi

acTich, In tne Matczy of Ixplerentat -on of the P:y Tele-none

Raclasg: Sicazicn And Zomperngation Proviggne af g

Telecommun:casicns Acs of 2556, Public NMNot:ce, OC Deckes, No. 2a-

12%, 14 F.C.C. Red. 70B5 :rel. May &, L1395)., In paxticular, che

ratesg and the feasability oI <iffesrent calling cotions, sussh as
dekbit cards, 1-8Cl z=z2.ls, or direct dial serv.css S=e Nct.oas
Hear:ng Tr. =T 12:23-34:2; 15:17-1€:5; 17:17-13:2° Movaovay, Kne
FCC iavited Ccovwrents Irom partles repressntinc InTaIes ant their
in Zhat preoceeding, and has seceiveld Commsncs Zror ihen

© The FTI 53 exevciaed tAiag attnovit in i Wre = o S
LnmETS ZOMLeXISs Ir ssveral GooZas.icns, Focr exari.e, ne T2
determined that AT&T’'s practice of ziving valuwe lisceunts oo
sirgle customars wno have large scommunizaticns na2eds But onorn neoa
sreup of custcmers wno might ze able o pocl the:ir nzeds was
prchibitecd. 3ee Mzticns Heartine 7o, 3T 27 2-1°C



of Frisoners cof tre American rriends service Commiosee
VMCURE/RTSCYY, TT ZockesNo. 36-123 L filed June 21, 155%.).° The

pendency ¢f nearly iderntocal olaims pDefors the Fo

See Iotal Tels., Tomm  Seyw, v, AT&T, S13 T SuKD. sTz, 178-47%
{(2.2.C0. 1958).

soures fared with sim:lar cratleng=s o inmaz2 crone
rates have already referred sucn challenges to the FCI under -he

doctrine of crimary jurisdiction., 3ee e c., Arshbercy -, I.irnC2s,

No. 99-IV-2457 N.D. Il March 22, 2000 {cours referved ra FCC
berauss ¢f 113 exper:ence 1in determining fairness of telerhnne

rates), aff'd is pact op sther srcunds, Arsharrv o, Zllincis. 244

97-CV-7CSH (W.D. Ky. Fen. 1).

20T,

Accerdingly, fcr all the oregoinc  reascens Tne Czo.arc
ccnciudes that tne FCO ia Ciearly 1n :thie Dest gosition te rasc.ve
the core :ssues i1n this case, ramely <he zeassnaclernass of che

s

The Uzil:ity Zensumers’ Actisn Netwersn CUTAN' . also filsd
comments in the FCC's proceeding and advised tre FOC chat .t
“rgoentl:s undertuok s datatled siM omernch investicatian 13t the
t-ll;ﬁg cractices cf zcllact calls tnat srigirare from ccrvect aral

faciliczes TZIAN seer3s To shars “ira Iinmdings with the [FCIY and
to aducate the F27) gtaif as to PArameunt Lssues at 3%axke i th-s
orczeeding. ” f22 Defg Reply, Ex 7 “"Zperning Cormerzs o° UTAY "

CC Dcrxes No., 96-128
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rates chérged and <cne feasibilicy lter ekl srhions
arrangements in CCA facilizies, -t
B. Uniformity

Concern akbcut _nceonesigtenc [udgmente furtner siceagthens

zase fzx applizeticrn of the praimary juriesdicticn dzzirine,
Corngress spec:fircally delecated s ths FOC the auther:ts to
reguiate€ COMSn carriers’ mates, “=lass.ilcacticas. gractices, znd
charges,” for interstate calls, including the rates and practioss

that apply to zZsllect calls made oy inmates. 47 J.5.C. ¢ 203 a:.
As =xplained zZove, parties rapresenting inmates ara presenzly
aprlying tc the FCC for the same relief Plainciffs ecek -r =n:s

actisn.  As sush, tnere is z risk tpat chis Dourt may render a

ruling that uvnderrines or 1s inconsiscens wizh TIC determinat-one

cn the rate3 ard terms ¢f Defandants’ arrangemante There 13 alac

+ decisicn woull be incsnsistent with the decis-ons

rimary jurisdictics 1a Yalaez v. Stats cf MNew Mex:co,

F
NC. Z-Cl17-CV-2320-0019¢ (1% Judic-.al Disz. Jouncy of 2.6 Arribal !

* The Cour: observes
e

2ged d1fferent c3lling z
races ana &decraze secury
L {"Feceral 3ureau of D
Federal Bureau £ Friacns
z2nd anticipates thar :he
course i its zrasent grocse



ia

= Censtitutional Issues

Plaintiifs wsesk to  avoid apolicartion

arisdicoiorn  docorine by arguing thas theirs

corztlcacizonel lssues that shoula ze rescolved Brje Shihs Somss.

o 20sclite bar to invokinz primary serisdiction, Sce Allrez

‘Commurnicaczicas Service, Ios., $65 F.2d az 1121 iconciuding thrac

even 2 c<onstiritional issue may warrant an “ini-ial taker by tche
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Tae constitational issues are —e-t inly nns bar .n this -asze.

Firs: the ©CZ has cors:dered cons-itucicral isaues i the
telephone regulazory centext irn the Dast. 3eg¢ lMotions Hearina Tr.
at 45:2.-50:5, Secord, ail cof Pla:intiffs’ conscizutional clainms
#asentiaily revslive around the reascnableness of
For exemple, Fla.ntiffs’ equal protacction claim is premised on
theory that Plaintiffs are charged = higher tariifed rate vis z v.s
cThzr rate-payers -- bothk inside and cutsids girmtlar =%-.son
facil:izies. Their cla:m is therefors one of a dizscriminatcry rate’
charge, and is exactly the zype ¢f zlaim tha: fa'.s witr:ir ths

C anc =ziate ragula~zrs.  Sazs o
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Similarly. Flaintoffs’ First Anendmert ard dus crocess tlaims



anc in garticular, zhe cellszc: call-only lonc distence rates ora
SC uareascrmable tnat comrunicatlions Letwesn inmatss ane tress

cournsel ave unconstitutionally burdeneds.

ake” on the reascnableness of the currens razes ar- i
sTher tsrms ol Zhe  exclus:ive dealing contrasts, while ord
disprogircaive cf tne eonstitucicnal  issuas woulld sibstanzially
388ist the Ceur: in 1ts tagm of adjudlicating these claims.'® Za>

mendmernt
Koug:ive

€3.ls n razes

€, in orcer to prevail on chei
8 must first deronscr

"t
iD
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rt
m

-~laimg, =
dealircg ¢entr
which are so exor

3 enteéred inio betwesan Tefe
bizant that reasonak.a acce

cess gocne is
deniec. Ses Johnson v, Califoraia, 207 7.3d £5G 655 5% SEx=),
20CC) {rates ot "so excrbizantt to deny glain:tiZf{ pronz access':;
Strandberg v. Cizy of Helsza, 731 .24 754, 747 {37 Zir. 13835 '‘as
lorg a&s limizes%iors cn phcne access are L NG e
Tirst Amendwert violaticn): Washircror v

€% Tir. 1%%4) {inmate has ns fign® o oniice

teliephcne z22cess .3 subject 1o rar-onal
g2curlty interescs

Is were o =make such a2 growing, this vours w-uld
- .

luate wnerner the curren:s arranzerent resulrisg in

chon2 access isg reascnably relav:=d to a legizinaze
interas:, 3ee Turner v, Saflev. 452 U.3 75 1237

rsicered and ciIntinues to zonsider factial ssues

rL, suZi as tne
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first 1racancsa. After the FCC does 3c, tc the exzent zhzi env

¢conecizutiornal claims rema-n the Court will have =-e henef::

1L addressing tnem. c2 e.c., Far
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—he agency's excert i

Treretfore, in view of the fact that the Court wouold pene
frem tne FCT's exparrtise; that concerns Zor uniformity ccounssl
ageinst decisidn at this time; and :that the comstotiuctisnal Lssues
zre nic bar tc ¥CT referral, tae Court concludes rhat the £CC 18 zhe
2antity best suicted o make the init-al determiracticn ¢f the 1ssuss
oresented by Flainziffs’' clalms,

On =z Z.ral n<ze, the Zourt cbserves .ra. Lhzre =r¢ a aunrper 2f

crallenges to ghine zates that are allegec o be unzonscicnacla and

discrimiratzry, These cases rals2 13ssues that are of Jre=t human

concesn o inmasas, their fam:ily member=z 3nd therr occursael. The

~arZships of Fnen e lve exacervater o umis linE) inie
az_iity ¢f priscners znd ctneir famiiies and lawvers to Taintain
Cerscn-I -DarsSon CoOmMmUnlIdAILINs I orers:iring Lis CaLIier o o The

1d
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FTZ, the Cours s=xpects the agency tf move with diggatch o conclcde

&y

v

1T3 cnacing preceecdingsso as to srowide Doth courTe ana partias
with mean:ingful analvsis and guidance on 1hss2 i1ssues.

IV. CONCLISION

Por —he »ezscrs stated zocve, Cnle Case = Jdismissed without

: s - . Z0 N = ad A -, P BN Wy L S
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/ Washington, DC / New York, NY / Los Angeles, CA

Arent Fox

October 11, 2011 Stephanie A. Joyce
Attorney
VIA ECFS 202.857.6081 DIRECT

202.857.6395 FAX
joyce.stephanie@arentfox.com

Marlene H. Dortch

Secretary

Federa Communications Commission
445 12th Street, SW.

Washington, D.C. 20554

Re: CC Docket No. 96-128, Alter native Rulemaking Proposal of Martha Wright, et al.

Dear Ms. Dortch:

Securus Technologies, Inc. (“ Securus’) files this letter to provide the Commission with
the updated cost information offered in its previous | etter dated September 20, 2011.

Securus has reviewed its overall cost of service for providing inmate telecommunications
service. Securus used whole-year data that was available after the submission of the industry
cost study (the “Wood Study”) in 2008. The data reviewed is specific to Securus and does not
represent the costs of any other company that was involved in the Wood Study.

Securus estimates that its overall per-call costs have increased approximately 16.3%. Its
overall per-minute costs have increased approximately 16.5%.

Please do not hesitate to contact me with any additional questions or concerns:
202.857.6081. Thank you for your consideration.

Sincerely,

g/Stephanie A. Joyce
Counsel for Securus Technologies, Inc.

CC: Chairman Julius Genachowski (via electronic mail)
Commissioner Michael Copps (via electronic mail)
Commissioner Robert McDowell (via el ectronic mail)
Commissioner Mignon Clyburn (via el ectronic mail)
Sharon Gillett, Chief, Wireline Competition Bureau (via e ectronic mail)
Austin Schlick, General Counsel (via electronic mail)
Zachary Katz, Legal Advisor to Chairman Genachowski (via electronic mail)

1050 Connecticut Avenue, NW 1675 Broadway 555 West Fifth Street, 48th Floor
Washington, DC 20036-5339 New York, NY 10019-5820 Los Angeles, CA 90013-1065
SMART T 202.857.6000 F 202.857.6395 T 212.484.3900 F 212.484.3990 T 213.629.7400 F 213.629.7401



Marlene H. Dortch
October 11, 2011
Page 2

Arent Fox

Margaret McCarthy, Policy Advisor to Commissioner Copps (via electronic mail)

Christine Kurth, Legal Advisor to Commissioner McDowell (via electronic mail)

Angela Kronenberg, Legal Advisor to Commissioner Clyburn (via electronic mail)

Albert Lewis, Chief, Pricing Policy Division, Wireline Competition Bureau (via
electronic mail)

Marcus Maher, Legal Advisor to Chief of the Wireline Competition Bureau (via
electronic mail)

Pamela Arluk, Assistant Chief, Pricing Policy Division, Wireline Competition Bureau
(via electronic mail)

Lynne Hewitt Engledow, Pricing Policy Division, Wireline Competition Bureau (via
electronic mail)

Michelle Berlove, Pricing Policy Division, Wireline Competition Bureau (via
electronic mail)

Jennifer Prime, Acting Legal Advisor, Office of the Bureau Chief, Wireline
Competition Bureau (via electronic mail)



/ Washington, DC / New York, NY / Los Angeles, CA

Arent Fox

September 20, 2011 Stephanie A. Joyce
Attorney
VIA ECFS 202.857.6081 DIRECT

202.857.6395 FAX
joyce.stephanie@arentfox.com

Marlene H. Dortch

Secretary

Federa Communications Commission
445 12th Street, SW.

Washington, D.C. 20554

Re: CC Docket No. 96-128, Alter native Rulemaking Proposal of Martha Wright, et al.

Dear Ms. Dortch:

Securus Technologies, Inc. (“ Securus’) files this letter to inform the Commission that it
will provide updated cost information in this proceeding.

On August 15, 2008, seven providers of inmate telecommunications services, including
Securus, submitted a study performed by economist Don Wood after having analyzed those
providers cost information. CC Docket No. 96-128, Inmate Calling Services Interstate Call
Cost Study, Wood & Wood (Aug. 15, 2008) (“Wood Study”). The providers each submitted
their cost datato Mr. Wood separately under seal, and did not share that data with each other.

The study employed the “marginal cost location” methodology that the Commission has
used in this docket when reviewing the costs associated with providing public payphones. Wood
Study at 4 n.9. That is, the study included only the costs associated with payphone service
provided in correctional facilities where no site commissions are imposed. Without
consideration of the cost of site commissions that are secured either by public contract or state
statute, the Wood Study concluded that, collectively and on average, the providers experienced
the following costs of providing interstate toll calls:

Debit Calls
Fixed Per-Call Cost $1.56
Time-Sensitive Transmission Costs $0.06

1050 Connecticut Avenue, NW 1675 Broadway 555 West Fifth Street, 48th Floor
Washington, DC 20036-5339 New York, NY 10019-5820 Los Angeles, CA 90013-1065
SMART T 202.857.6000 F 202.857.6395 T 212.484.3900 F 212.484.3990 T 213.629.7400 F 213.629.7401
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Arent Fox

Collect Cdlls

Fixed Per-Call Cost $2.49

Time-Sensitive Transmission Costs $0.07
Wood Study at 4.

The Commission has expressed interest in obtaining updated cost information from
Securus. To that end, Securusisreviewing its overall cost of service. Securuswill provide the
Commission with information as to how its costs today differ from its costs at the time of the
Wood Study, expressed as a percentage figure. Securus estimates that it can provide this updated
information in approximately three weeks.

Please do not hesitate to contact me with any additional questions or concerns:
202.857.6081. Thank you for your consideration.

Sincerely,

g/Stephanie A. Joyce
Counsel for Securus Technologies, Inc.

CC: Chairman Julius Genachowski (via electronic mail)

Commissioner Michael Copps (via electronic mail)

Commissioner Robert McDowell (via el ectronic mail)

Commissioner Mignon Clyburn (via el ectronic mail)

Sharon Gillett, Chief, Wireline Competition Bureau (via e ectronic mail)

Austin Schlick, General Counsel (via electronic mail)

Zachary Katz, Legal Advisor to Chairman Genachowski (via electronic mail)

Margaret McCarthy, Policy Advisor to Commissioner Copps (via electronic mail)

Christine Kurth, Legal Advisor to Commissioner McDowell (via electronic mail)

Angela Kronenberg, Legal Advisor to Commissioner Clyburn (via electronic mail)

Albert Lewis, Chief, Pricing Policy Division, Wireline Competition Bureau (via
electronic mail)

Marcus Maher, Legal Advisor to Chief of the Wireline Competition Bureau (via
electronic mail)

Pamela Arluk, Assistant Chief, Pricing Policy Division, Wireline Competition Bureau
(via electronic mail)

Lynne Hewitt Engledow, Pricing Policy Division, Wireline Competition Bureau (via
electronic mail)



Marlene H. Dortch
September 20, 2011
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Michelle Berlove, Pricing Policy Division, Wireline Competition Bureau (via
electronic mail)

Jennifer Prime, Acting Legal Advisor, Office of the Bureau Chief, Wireline
Competition Bureau (via electronic mail)
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Before the
Federal Communications Commission
Washington, D.C. 20554

In the Matter of

Rates for Interstate Inmate WC Docket No. 12-375

Calling Services

N N N N’

DECLARATION OF COLEMAN BAZELON

Coleman Bazelon, being duly sworn, declares as follows:

I. EXPERIENCE AND QUALIFICATIONS

1. My name is Coleman Bazelon. I am a Principal in the Washington, D.C. office of The
Brattle Group, Inc. (“Brattle”). Brattle is an economic consulting firm providing expertise in a
range of economic, litigation, and regulatory matters. More specifically, I am part of the

Telecommunications and Media practice.

2. I have expertise in regulation and strategy in the wireless, wireline, and video industry
sectors. Much of my practice involves valuation of complex telecommunications assets. I have
consulted and testified on behalf of clients in numerous telecommunications matters, ranging
from wireless license auctions, spectrum management, and competition policy, to patent
infringement, wireless reselling, and broadband deployment. I also frequently advise regulatory
and legislative bodies, including the U.S. Federal Communications Commission (“FCC”) and the

U.S. Congress.

3. Prior to joining Brattle, I served as a Vice President with Analysis Group, an economic
and strategy consulting firm. I have also served as a Principal Analyst in the Microeconomic and
Financial Studies Division of the Congressional Budget Office (“CBQO”) where I researched
reforms of radio spectrum management, estimated the budgetary and private sector impacts of
spectrum-related legislative proposals, and advised on auction design and privatization issues for

all research at the CBO.



4. I received my Ph.D. and M.S. in Agricultural and Resource Economics from the
University of California at Berkeley. I also hold a Diploma in Economics from the London
School of Economics and Political Science and a B.A. from Wesleyan University. My curricula

vitae is attached as Attachment A.

I1. OVERVIEW

,92

,71 (154

5. This is a case about “fair,” “just and reasonable” rates for collect and debit calls made
from prisons in the United States.” I have been asked to provide economic analysis of what a
just and reasonable rate would be. To do so I perform three broad analyses in this Declaration.
First, I update the analysis of Douglas A. Dawson previously submitted to the FCC in support of
regulated prison calling rates of $0.15 to $0.20 per minute for debit calls and $0.20 to $0.25 per
minute for collect calls.* Given continuing downward cost trends and developments in the
national telecommunications network since the last Dawson Declaration, I find that a fixed rate

no greater than $0.07 per minute for both debit and collect calls—and probably less than that

amount—would meet the “just and reasonable” standard set forth in the Telecommunications Act

|

(b)(1) the Commission shall take all actions necessary (including any reconsideration) to prescribe
regulations that—(A) establish a per call compensation plan to ensure that all payphone service providers
are fairly compensated for each and every completed intrastate and interstate call using their payphone.”
47 U.S.C. 276(b).

* (b) All charges, practices, classifications, and regulations for and in connection with such communication
service, shall be just and reasonable, and any such charge, practice, classification, or regulation that is
unjust or unreasonable is hereby declared to be unlawful...” 47 U.S.C. § 201(b). See also Federal
Communications Commission, “Notice of Proposed Rulemaking,” In the Matter of Rates for Interstate
Inmate Calling Services, WC Docket No. 12-375 (Adopted: December 24, 2012), Section III “Ensuring
ICS Rates are Just and Reasonable.” (Hereinafter “Inmate Calling NPRM 2012”.)

3 Prisoners make calls from federal, state and local facilities. The FCC has jurisdiction over interstate calling,
regardless of the type of institution the call is coming from.

4 “Affidavit of Douglas A. Dawson,” Federal Communications Commission, In the Matter of: Martha Wright,
Dorothy Wade, Annette Wade, Ethel Peoples, Mattie Lucas, Laurie Nelson, Winston Bliss, Sheila Taylor,
Gaffney & Schember, M. Elizabeth Kent, Katharine Goray, Ulandis Forte, Charles Wade, Earl Peoples,
Darrell Nelson, Melvin Taylor, Jackie Lucas, Peter Bliss, David Hernandez, Lisa Hernandez, and Vandella
F. Oura, Petition for Rulemaking or, in the Alternative, Petition to Address Referral Issues in Pending
Rulemaking (October 29, 2003), q 43 (Hereinafter “Dawson 2003”); see also “Declaration of Douglas A.
Dawson in Support of Petitioners’ Alternative Proposal,” Federal Communications Commission, In the
Matter of Implementation of the Pay Telephone Reclassification and Compensation Provisions of the
Telecommunications Act of 1996; Petition for Rulemaking or, in the Alternative, Petition to Address
Referral Issues In Pending Rulemaking, CC Docket No. 96-128, DA 03-4027 (February 16, 2007), 49 38,
41 and 43. (Hereinafter “Dawson 2007”.)



of 1996. Second, I address some of the costs and benefits of implementing a national maximum
rate for debit and collect calls and conclude that benefits likely far outweigh the costs. Third, I
discuss the Marginal Location Methodology used in public payphone rate setting and explain its

inapplicability to the prison payphone marketplace.

6. Before delving into these analyses, it is helpful to discuss some of the economic and
policy drivers that created the current prison payphone marketplace. Prior to 1984, AT&T was
the only provider of prison payphone services as it was the only provider of operator assisted (the
only kind then) collect calling services.” At that time, rates for prison services were similar to
rates for other like services provided outside the prison setting.” The breakup of AT&T in 1984
and subsequent introduction of competition in providing prison payphone services coincided
with a rapid increase in the U.S. prison population.” Along with a growing population, prisoners
were being incarcerated further from their homes, increasing the reliance on phone calls to stay
connected with family and friends.® Prisons began to impose additional penal requirements, such
as call monitoring and recording, on prisoner phone services, which along with the growing
prison population and increased importance of calling created a differentiated product—prison

payphone services.’

7. Normally, the introduction of competition into a previously monopolized
telecommunications service would be expected to benefit the users of that service. In fact, the
main thrust of the Telecommunications Act of 1996 was to introduce market forces in the

telecommunications sector, thereby replacing regulators with competition in allocating resources

> Steven J. Jackson, “Ex-Communication: Competition and Collusion in the U.S. Prison Telephone Industry,”
Critical Studies in Media Communications, Vol. 22, No 4 (October 2005), p. 268. (Hereinafter “Jackson
2005”.)

6 Jackson 2005, p. 268.

7 Justice Policy Institute, “The Punishing Decade: Prison and Jail Estimates at the Millennium,” (May 2000), p.
1, available at: http://www.justicepolicy.org/images/upload/00-05_rep_punishingdecade ac.pdf (last
accessed March 21, 2013).

¥ Jackson 2005, pp. 266-267.

? Ben Iddings, “The Big Disconnect: Will Anyone Answer the Call to Lower Excessive Prisoner Telephone
Rates?,” North Carolina Journal of Law & Technology, Vol. 8, Issue 1 (Fall 2006), p. 173. See also,
Jackson 2005, p. 267.



and promoting efficient provision of services.'” The prison payphone market, however, has
some unique characteristics—market failures—that the thoughtful observer would realize
undermines this usual presumption of competition. Specifically, given that penal institutions
allow only one carrier to operate, that one carrier is a monopoly provider within a given prison."'
Competition between alternative service providers, then, occurs at the level of obtaining the
(usually multi-year) monopoly right to serve the prisoners in a given institution. Unsurprisingly,
once a service provider is accepted, its incentives are to maximize the amount of profit it can
extract from an institution where it has a contract. This is essentially equivalent to maximizing
revenue, because incremental costs are small and stable. The service provider then shares those
profits with the prison as an incentive to be chosen as the monopoly provider. Since the prison
or prison system also selects the carrier, competition for the carrier is essentially competition for

the provider that can create the most profit from a given prison or prison system. '

8. Before prison payphones became their own market segment with competitors vying to
win contracts, AT&T provided the service, but priced it as part of the then much larger collect
calling market. At the time, regulation of collect calling tariffs did not break out the prison
market as a separately tariffed market.” Consequently, AT&T did not set rates so as to
maximize the profits it could earn from the prison payphone market. Only when the prison
payphone industry became its own market and competition for exclusive contracts was

introduced was there the incentive and ability to price services so as to extract monopoly profits.

" As the FCC describes, “The Telecommunications Act of 1996 is the first major overhaul of

telecommunications law in almost 62 years. The goal of this new law is to let anyone enter any
communications business—to let any communications business compete in any market against any other.”
See “Telecommunications Act of 1996,” available at http://transition.fcc.gov/telecom.html (last accessed
January 13, 2013).

" One solution, offered by the original Wright Petition, would be to introduce competition in providing phone
services in the prison. As discussed below, this approach alone will not assure competitive prices. See,
Petitioners for Rulemaking by Martha Wright, et al., “Petitioners’ Alternative Rulemaking Proposal,”
Federal Communications Commission, In the Matter of Implementation of the Pay Telephone
Reclassification and Compensation Provisions of the Telecommunications Act of 1996; Petition for
Rulemaking or, in the Alternative, Petition to Address Referral Issues In Pending Rulemaking, CC Docket
No. 96-128, DA 03-4027 (March 1, 2007), p. 4. (Hereinafter “Wright 2007”.)

12 Although such a procurement structure is used when assigning a monopoly franchise the point here is to
overcome the extraction of monopoly profits from prisoners and their families in the first place.

13 Jackson 2005, p. 268.



9. Given this market failure of the prison payphone market—that individual prisoners face
no competitive choices—competition is not sufficient to police prices. One approach suggested
in the original Wright Petition would be to provide an open access platform so that multiple
providers could offer services to individual prisoners.'* This would allow choice of service
providers and create incentives for service providers to offer attractive service offerings to
prisoners in an attempt to win their business. Such competition would likely discipline prices to
some extent. The problem is that the open platform only narrows the point of monopoly power;
it does not in itself eliminate it. The cost of the open platform and the continuing scope for
commissions to be built into the rates it charges could still create an incentive to extract some
excess profits or revenues from the prison payphone market. An open platform approach would
still require regulatory intervention to set the prices for the bottleneck access platform.

Consequently, it is more straightforward to simply regulate the rates charged prisoners.

10. In regulating prison payphone rates, a simple benchmark rate—which sets a maximum
allowed rate, but not a minimum or required rate, for all service providers—is appropriate. As
explained in greater detail below, technical innovations in the provision of prison phone services
imply that variation in costs at different facilities has largely been eliminated. Consequently,
facility specific rates are unneeded and the costs of adjudicating such facility-specific rates
would greatly outweigh any potential benefits of recognizing small variations in the costs of

providing services to individual facilities.

1. Just and reasonable rates are ones that at a minimum do not allow for excessive profits.
Market failures occur when market forces do not create efficient competition, implying that
market forces are not able to fulfill the mandate contained in the Communications Act of 1934,
as amended, for “just and reasonable” rates. Because market forces do not spur efficient
competition in the prison payphone market, regulated maximum rates are an appropriate remedy
for this specific market failure. As noted above, those rates should be set no greater than $0.07
per minute for debit and collect calls, and possibly lower. Details of the analysis supporting

these rates are provided in the next section. Following that is an analysis of costs and benefits of

' Wright 2007, p. 5-6. See also, Dawson 2003, 9 3-5.



regulating prison payphone rates, followed by a discussion of the inapplicability of the Marginal
Location Methodology.

III.  COSTS OF PROVIDING PRISON PAYPHONE SERVICES

12. The prices paid by prisoners and those they call can be broken down into four separate

cost components:

Cost of the call

Added billing and collection costs associated with collect calling
Excess profit for carrier

Commission for prison

=

The last two components, excess profits for the service providers and the prisons’ commissions,
are not legitimate costs under a just and reasonable standard."”” Those cost components would be
competed away but for the market failures associated with the prison calling market. Therefore,
to identify a “just and reasonable” rate, the analysis below focuses on the first two cost

components.

DAWSON DECLARATION ANALYSIS

13.  In his 2007 Declaration, Mr. Dawson concludes that a “reasonable inmate long distance
calling rate[]” would be “$0.15 to $0.20 per minute for debit calling and $0.20 to $0.25 per
minute for collect calling....”'® These per minute rates are suggested “with no per-call charge.”"’
In this subsection I will explain his basis for concluding in 2007 those rates were reasonable.

The next subsection will update his analysis.

14, Mr. Dawson starts by referencing his analysis of costs from his 2003 Testimony."® In
that earlier analysis, he notes that analysis of the Inmate Calling Service Providers Coalition

(“Coalition”) shows underlying costs, including reasonable service provider profits but excluding

15 See Pay Telephone Reclassification and Compensation Provisions of the Telecommunications Act of 1996,
Order on Remand, 17 FCC Rcd 3248, 3262 (2002).

' Dawson 2007, 9 43.
7 Dawson 2007, 9 33 and 42.
'8 Dawson 2007, q25.



commissions, of $0.126 per minute for a local call.'” Substituting long distance transportation
and termination costs of $0.027 per minute for estimated local transportation and termination
costs of $0.020 per minute raised the cost of long distance inmate calling to $0.133 per minute.”’
In his 2007 Declaration, he updates the long distance transportation and termination cost to
$0.0125 per minute, reducing the total cost of a long distance inmate call to $0.121 per minute.>'
Mr. Dawson observed that this estimated cost includes about $0.06 per minute of costs
associated with billing and uncollectable revenue, suggesting that the cost of debit calls—which

do not have added billing or collections costs—is about $0.06 per minute.?

15. Mr. Dawson then compares those debit and collect calling costs to other inmate service
rates and to commercial debit and collect calling rates. In his 2007 analysis, he notes that the
Federal Bureau of Prisons Inmate Telephone System charged $0.23 per minute, but only $0.17 of
that amount was attributable to providing the debit phone service, with the remaining $0.06
profit of the system used to fund prisoner services.”> The profit is analogous to commissions
charged in state systems and, therefore, is not considered a cost of providing the service. Mr.
Dawson then notes that this $0.17 per minute prison debit rate is reasonable when compared to
the rates charged net of commissions by several state systems, including Vermont ($0.135 per
minute for a 20 minute call), Maryland ($0.12 per minute) and Missouri ($0.10 per minute).** Tt
is worth noting that these rates from the 2007 analysis of $0.10 to $0.135 per minute were

provided by private companies and included an allowance for profits in them.

16.  Mr. Dawson then analyzed comparable commercial debit calling rates. He noted that to
perform an apples-to-apples comparison “a comparable rate for prison debit calling would be the

price for commercial pre-paid calling cards plus the added cost of the prison telephone system,

' Dawson 2003, 9 72.
2% Dawson 2003, 9 72.

2! Dawson 2007, 9 26. Note that Mr. Dawson appears to have made an arithmetic error in this calculation.
Reducing per minute long distance costs from $0.027 to $0.0125 is a net reduction of $0.0145. $0.133 -
$0.0145 = $0.1185, not $0.121 as Mr. Dawson reported. Both of the these rates, however, round to twelve
cents, so this error does not have any material impact on any of his analyses or conclusions.

2 “($0.121 total cost less the cost of billing and uncollectibles).” See Dawson 2007, 9 26.
3 Dawson 2007, 9 30.

* Dawson 2007, q32.



expressed on a usage basis.””> He noted that AT&T offered a rate of $0.05 per minute, with
other lower rates available.”® His earlier 2003 analysis indicated that the added cost of a prison
payphone system would be between $0.044 and $0.059 per minute, but in his 2007 analysis
noted that costs have likely come down since then.”” He also noted that an earlier MCI analysis
suggested underlying costs of $0.066 per minute.® Taking prison phone system costs
conservatively as $0.07 per minute, Mr. Dawson estimated total costs of debit calls as $0.12 per
minute.”’ Mr. Dawson concluded that the prison calling rates reported above and the commercial
debit call rates adjusted for the cost of the prison phone system both support the debit rate he

proffered of $0.15 to $0.20 per minute as reasonable.”

17. To derive his estimate of the cost of collect calling, Mr. Dawson estimated the added
costs associated with collect calls that are not included in his estimates for debit calls. These
additional costs include the cost of billing the calls and of bad debt in collecting payment.”’ He
reported a Coalition estimate of $0.029 per minute for billing and $0.034 per minute for
uncollectables, but noted that the uncollectables estimate is based on much higher prison phone
rates than he was advocating and, therefore, the uncollectables would be less if the amount
charged was less.”> He concluded that $0.05 per minute was a reasonable total incremental cost
of collect calls over debit calls from prison.”> Consequently, his suggested rate of $0.20 to $0.25
per minute for collect calls from prisons is supported as the debit rate of $0.15 to $0.20 per

minute plus the $0.05 per minute added costs associated with collect calls.

> Dawson 2007, 9 34.

%% Dawson 2007, 9 36.

" Dawson 2007, q37.

** Dawson 2007, 9 38.

%% (the $0.05 AT&T calling card rate plus $0.07 for the prison phone system).” See Dawson 2007, 9 38.
3% Dawson 2007, 9 38.

3! Dawson 2007, § 40.

32 Dawson 2007, 49 40-41.

33 Dawson 2007, 49 40-41.



UPDATED DAWSON ANALYSIS

18. In this subsection I will update the Dawson analysis, taking account of developments in
the telecommunications sector in the intervening years. I begin by examining commercial rates
for debit and collect calling, recognizing the need to add prison specific costs. Then I examine
some of the lower actual prison rates. Combining the results of both of these analyses, I estimate
that a reasonable regulated rate is no higher than $0.07 per minute for both prison debit and

collect calls and possibly lower.

19. Pre-paid domestic phone calls—so called calling card calls—are very inexpensive. Rates
are easily found as low as $0.01 per minute with a $0.49 connection charge.”* AT&T offers pre-
paid interstate calling as low as $0.04 per minute with no connection charge.”> Many other cards
can be found with per minute rates under $0.02.° Given that these commercial rates are retail
rates sold to individuals, any wholesale contract offering calling services to an entire prison or
prison system would be able to implement volume discounts, suggesting lower commercially
offered rates. Such a rate would have to be lower than AT&T’s rate offered to individual
customers of $0.04 per minute. Taken together, a reasonable estimate of commercial pre-paid

calling rates is easily no greater than $0.03 per minute and likely much lower than that amount.

20. The underlying costs to deliver prison phone service, as expressed in some contracts and
RFPs, seem consistent with these commercial rates. One estimate of the base rate per minute

with no per call connection charges from a Michigan contract is less than $0.04 per minute.’’

3 See, for example, PennyTalk, “Explore our Low Rates” available at:

http://www.pennytalk.com/rates/?CallingFrom=US&CallingTo=US (last accessed March 22. 2013).
PennyTalk also charges $0.99 per month account service charge.

3 1,000 minutes for $40.00. See AT&T, “Product Selection,” available at:

https://att.ecustomersupport.com/ATTLDExternal Web/loadProductsForDisplay.do?ProductLine]D=2 (last
accessed March 21, 2013). Some intrastate rates may be higher.

3% See domestic rates found at Callingcards.com, “International Calling Cards,” available at

http://callingcards.com/shopping/rate_tablel.asp?GUID=70704D38391E14409F45EFABDF358E70 (last
accessed March 22, 2013). Some of these rates include other small costs such as 3 minute rounding or
payphone specific connection charges.

*7 “The firm fixed price for performing services” is $0.0393 per minute for interstate collect calls and $0.0343
per minute for interstate debit calls. See “Notice of Contract No. 071B1300298 between The State of
Michigan and Public Communications Services, Inc” (March 18, 2011) p. 94. (Hereinafter “Michigan
Contract™.)



Another example that is consistent with underlying phone service costs of about $0.03 per
minute is Talk Telio’s bid in Missouri of total price to inmates of $0.05 per minute with no set-

up fee.™®

21. As noted above, Mr. Dawson’s 2003 analysis suggested prison phone system costs
between $0.044 and $0.059 per minute. His estimate of these costs consists of depreciation,
maintenance and administrative and sales expenses, spread out over a prison with 1,743
prisoners™ who call 1.0 hour (for the $0.059 estimate) or 1.5 hrs (for the $0.044 estimate) per
week.*®  About one-quarter of those prison phone system costs were for hardware, the vast
majority of that for the switching equipment.' Although all costs associated with providing
prison phone systems have likely come down in the last decade, these hardware costs have
certainly come down in the interim for at least two reasons. First, telephone switches are like
computers, and their price decreases with the cost of computing power—the so-called Moore’s
Law effect. For example, the ongoing debates about inter carrier compensation around “bill and
keep”—where the per minute cost of completing a call (including the cost of switching) has
fallen so much that carriers would generally no longer compensate each other for completing

calls—suggest that costs such as switching have fallen dramatically over the past decade.

22. Second, and perhaps more significantly, modern prison payphone systems use centralized

switches, spreading the cost of switching, call recording and other fixed costs over more users.*

38 Letter to Marlene H. Dortch, Secretary, Federal Communications Commission, from Lee G. Petro, Drinker
Biddle & Reath, LLP, February 15, 2012, p. 2 and Exhibit A, p. 11. (Hereinafter “Petro Letter”.)

91,743 prisoners per prison is the average of three privately owned prisons Mr. Dawson uses in his original
analysis. See Dawson 2003, 9 57.

* Dawson 2003, 99 68-71. This example also demonstrates how quickly fixed costs call as they are spread out
over more usages. In this example, a 50% increase in usage reduced the per-minute cost by 25%.

4 $69,000 in annual hardware costs/$249,000 in total system costs = 28%. See Dawson 2003, 9§ 68, and
footnote 48.

2 “Today there is very little capital investment made by prison telephone provider at each prison. All of the
brains of the prison calling network are housed now at large centralized locations. Today a prison calling
system consists primarily of telephones, an Ethernet pipe to the outside world and some sort of small data
router. Everything else is done at the centralized hubs in the network.” See “Affidavit of Douglas A.
Dawson,” Before the Commonwealth of Massachusetts, Department of Telecommunications and Cable,
No. D.T.C. 11-16, Petition of Recipients of Collect Calls from Prisoners at Correctional Institutions in
Massachusetts Seeking Relief from the Unjust and Unreasonable Cost of Such Calls, § 24. (Hereinafter

10



Larger, centralized switches are cheaper per unit of functionality than smaller switching
equipment that would be installed at a prison facility to serve just that facility. (The per ‘switch’
costs are lower for a properly utilized larger switch.) Sharing these costs over many prisons
spreads these fixed costs over more users, reducing the contribution of these fixed systems costs

to the per minute cost of a call, irrespective of the number of prisoners at the facilities.*

23.  Although I do not have an estimate of just how much lower these system costs are today
compared with the estimates Mr. Dawson made in 2003, they have come down significantly.
Mr. Dawson suggests the reduction is at least half of what they were, suggesting a total prison
specific cost structure, including switching and other capital costs and overhead, of no more than
$0.03 per minute.** Of course, the base $0.03 per minute commercial debit rate already has
switching and other costs embedded. Here we are interested in the added costs associated with
providing prison phone service, not the total costs. Only a fraction of the revised Dawson cost
estimate of $0.03 per minute represents the costs associated with a prison pay phone system that
are incremental to the cost of providing commercial debit calling. For example, the commercial
debit calling rate already accounts for switching costs. Consequently, a per minute cost of $0.02

for the specific prison phone related costs would seem conservative.

24, Mr. Dawson estimated the difference between debit and collect calls as about $0.05.*
This cost differential is driven by the added billing and collections cost of collect calls that do

“ This differential has likely come down in the intervening years.

not exist for debit calls.
Industry players have responded to bad debt, for example by limiting the amount of debt that can
be accumulated. Furthermore, 3™ party payment processors also help manage payment risk,

presumably leading to lower bad debt for prison phone service providers.

“Dawson 2012”.) See also Notice of Award, State of Missouri Office of Administration Division of
Purchasing and Materials Management (June 28, 2011) Securus RFP, pp. 12-16.

* Dawson 2012, 9 22.
* Dawson 2012, 9 27.
* Dawson 2007, 9 41.
* Dawson 2007, 9 40.
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25.  More recent experience over the past few years confirms that the difference between
debit and collect calls has, in fact, come down. Several jurisdictions do not charge differential
rates for collect and debit calls.*” Although the underlying economic cost difference may be
greater than zero, it is unlikely to be very large if many jurisdictions do not build this cost
difference into their rates. In other cases the difference between collect and debit calls is very
small. For example, it was just $0.02 per minute in a 2011 Michigan contract,”® $0.01 per
minute in Global Tel*Link’s 2008 RFP response in Wisconsin,*’ and $0.005 per minute for a 20
minute call in PCS’s 2008 RFP response in Wisconsin® and as the base rate difference in the
contract awarded in Michigan in 2011.°" The differential is higher in other jurisdictions with
significantly higher overall rates, but it is very unlikely that underlying costs vary as much in
these states as the cost differential implies. It is more likely that the higher price differentials are
an artifact of price discrimination rather than underlying cost differentials.’”®> This view is
supported by Mr. Dawson, who said, “Generally it seems like prison telephone providers will

3 Consequently, I

charge as much for calls as they can get away with in each jurisdiction.
conservatively take the cost difference between collect and debit calls as no more than $0.02 per
minute, especially since there are several prison payphone contracts that reflect a differential of

this size or smaller.

7 See, New Jersey and Texas rates as reported in Government Accountability Office, “Bureau of Prisons,
Improved Evaluations and Increased Coordination Could Improve Cell Phone Detection,” GAO-11-893
(September 2011), p. 13. (Hereinafter “GAO 2011”.)

*¥ Michigan Contract, Exhibit 2, “Summary of the per Minute Rates.”

¥ “Global Tel*Link’s State of Wisconsin Department of Corrections, Request for Proposal SM-1752, Inmate
Telephone Services, Volume II — Cost and Revenue Proposal” (October 16, 2008), p. 3.

% pCS RFP Response, State of Wisconsin, Department of Corrections, RFP Number SM-1752, Inmate
Telephone Services, p. E-2.

>! “The firm fixed price for performing services” is $0.0393 per minute for interstate collect calls and $0.0343
per minute for interstate debit calls. Michigan Contract, p. 94.

32 If demand for collect services is more inelastic than the demand for debit services, then a profit maximizing
strategy is to charge relatively more for the inelastic collect services than for the relatively more elastic
debit services. This is as an example of Ramsey pricing. See, F. P. Ramsey, “A Contribution to the
Theory of Taxation,” The Economic Journal, Vol. 37, No. 145 (March, 1927), pp. 47-61. Given that a
prisoner who has the option (and means) to place a debit call always has the option to place a collect call,
but the reverse is not necessarily true, implies that demand for debit calls is likely more elastic than the
demand for collect calls.

>3 Dawson 2012, q 16.
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26. Taken together, the above analysis suggests that a reasonable rate for a debit call would
be no greater than $0.05 per minute™* and no more than $0.07 per minute for collect calls.” I
proffer $0.07 per minute for both debit and collect calls, with no set up or per call fixed fees,
as a just and reasonable benchmark rate for inmate calling services. This rate is clearly
economic for a commercial provider to offer—it is greater than commercial rates adjusted for
prison specific costs and, as noted below, it is greater than the rate already charged in some
states—and provides a buffer of additional revenue to continue to fund modest commissions. In
fact, this is a conservative estimate and the analysis above could justify even lower rates. The

section below on the costs and benefits of reform discusses this issue in more detail.

217. The suggested rate of $0.07 per minute with no per-call fees will cover the costs of the
calls and it is unnecessary to create a 2-part tariff approach with a fixed per-call component plus
a variable per-minute component. There are very few cost components that change with the
number of call initiations and that do not vary with the length of the call. The infrastructure
components such as handsets and transport are not impacted by the number of calls, but are
driven by the total number of call-minutes. The capacity of a switch is determined by the total
number of simultaneous calls it must handle, but once installed this very small cost component of
a call does not vary. Billing costs, where it takes the same effort to bill a one-minute call as it
does to bill a ten-minute call, is roughly fixed per call, but represents only a small part of a call’s

costs.

28.  Only if the new lower rates induced the average length of a call to drop significantly,
which is counterintuitive, would the elimination of the per-call fee and recovering all costs based
on a per-minute charge potentially cause concerns. (The concern is only ‘potential’ because it
would only arise if there were significant per call costs.) Lower prison calling prices would be
expected to increase the demand for calls made from prisons. Increased demand could be
expressed as more calls and/or longer calls. Only if the additional calls induced by lower prices
were much shorter than current call lengths would they bring down the average length of calls.

Given that the average length of existing calls would be expected to increase at lower prices, it

> The $0.03 per minute cost of the call based on commercial rates plus $0.02 per minute added cost of the
prison phone system components.

>> The $0.05 per minute cost of debit calling plus $0.02 per minute cost differential for collect calls.
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seems very unlikely that the net effect of lower prices would be shorter average call length.
There is only limited evidence of what happens when prison calling rates are dramatically
reduced, but New York provides one relevant experience. In 2007, New York reduced the price
of prison calls by 57.5% and saw a 35% increase in the number of call and a 36% increase in the
total call volume.”® In this example, lower prices increased the length of calls as well as the
number of calls. Consequently, there is very little reason to believe there will be any concerns
with recovering all costs—regardless of how much are generated on a per-call basis versus on a

per-minute basis—through a per-minute charge alone.

29. Per minute calling rates have other advantages. Foremost, they are simple to understand.
This reduces confusion over actual or expected call costs by prisoners and those they call. An
additional advantage of flat per minute calling rates is that they eliminate billing issues
associated with dropped calls. Reinitiating a dropped call will no longer incur inappropriate

excess call initiation fees.

30. Now I turn to other calling rates as a validation of the rates calculated above. First I
examine actual prison calling rates. I follow Mr. Dawson’s convention of estimating net calling
rates after removing the portion of charges that go to commissions to penal institutions. These
commissions are not related to the provision of phone service and, as argued more extensively in
the next section of this Declaration, should not be an explicit component of a regulated prisoner

phone rate.

31. Since prisoner calling rates are often priced as what is referred to as two-part tariffs, to
make rates from different states comparable, it is helpful to express them on a per minute basis.
However, to do so, it is necessary to assume an average length of a prison call. Throughout my
analysis I use 15 minutes per call. This is well within the range of currently observed call
lengths. For instance, in 2010 in California, the average length of all inmate calls was 12.3

minutes, or 12.1 minutes for interstate calls alone.”” In July 2000 the average length of an inmate

% See New York State, “Department of Corrections and Community Supervision,” (December 13, 2007)
available at: http://www.doccs.ny.gov/PressRel/2007/phoneratereduction.html (last accessed March 21,

2013).

California Telephone Agency. Inmate Ward Telephone System/Managed Access System Services,
“Attachment 1.” Received from Lee Petro via email, March 8, 2013.

57
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call in New York was 18 minutes for an interstate call and 17.5 minutes for an intrastate call.”®
15 minutes is also the convention for average call length used by the Petitioners in this matter.”
However, the results reported below are not very sensitive to call length, and my conclusions

would not change if a little bit longer or shorter call length were used.

32. Table 1, below, is based on the collect call rates reported by Prison Legal News based on
their own research.’ For the states with data available, I calculated the total cost of a 15 minute
call (including both set-up and per minute fees), deducted the estimated commissions, and then
divided by 15 to express the costs on a per minute basis. This amount represents the fees that are
collected by the underlying service provider and are comparable to the $0.07 per minute rate for
collect calls calculated above. The underlying costs of providing prison phone service may vary

somewhat state by state, but nothing that would support the variation reported in Table 1.

¥ MCI Telecommunications. “Check Summary: Report 8/99-7/00,” September 18, 2000. Received from Lee
Petro via email, March 8, 2013.

> Petitioners Comments, p-18.

50 See Appendix A.
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Table 1: Interstate Collect Call Rates Less Commission for State Prisons, 2012

15 minute Call 15 minute Call
- State o
State Less Commission (Continued) Less Commission
($/Minute) ($/Minute)

New Mexico 0.04 North Dakota 0.24
New York 0.05 Wyoming 0.25
Oklahoma 0.05 Texas 0.26
South Carolina 0.07 Arizona 0.26
Florida 0.09 West Virginia 0.30
North Carolina 0.10 Kansas 0.30
Nebraska 0.10 Utah 0.33
Connecticut 0.10 Maine 0.36
Montana 0.10 Nevada 0.36
Louisiana 0.11 Mississippi 0.38
Missouri 0.12 Virginia 0.38
Massachusetts 0.12 Rhode Island 0.39
Wisconsin 0.13 Arkansas 0.39
Indiana 0.14 South Dakota 0.41
Vermont 0.15 Pennsylvania*® 0.41
Illinois 0.17 Tennessee 0.43
Colorado 0.18 Georgia 0.46
New Jersey 0.19 Delaware 0.46
Kentucky 0.20 Minnesota 0.47
Maryland 0.22 Idaho 0.99
Michigan 0.23 Alaska 1.07

Source: The Brattle Group Analysis. See Appendix A.

Notes:
*Pennsylvania figure calculated with commission data that may be incomplete. Refer to
Appendix A.

Commission data for Alabama, Hawaii, Washington and lowa were not available.
Commission data for California, New Hampshire, Ohio and Oregon were available, but
there was not enough information to calculate these figures. Refer to Appendix A for state
specific footnotes.
33. As the table above indicates, the New Mexico rate, based on a 15 minute call, is only

$0.04 per minute and lower than the $0.07 per minute suggested above as an upper bound on

prison calling rates. In New York, where the state abolished commissions and made a concerted
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effort to lower prison calling rates,’’ and Oklahoma the per-minute cost of a collect call is only
$0.05 per minute. These examples suggest that it is commercially viable to provide prison phone
service for only $0.05 per minute. South Carolina charges an average of $0.07 per minute—right
in line with the estimated costs provided above. Florida, North Carolina, Nebraska, Connecticut
and Montana all have average rates less commissions based on 15 minute calls of $0.10 or less.
All of these rates are commercially provided and demonstrate that it is possible, absent
commissions, to provide prison phone service for far less than the rates currently charged in most

states today.

34, The reasonableness of the above analysis is also supported by bids of service providers to
provide prison calling services in many states. For example, in its 2008 bid in Wisconsin,
service provider GTL offered a rate of $0.089 per minute with no connection fee for debit calling

62

and a rate of $0.099 per minute with no connection fee for collect calling.”” In a Missouri bid

from 2011 that it narrowly lost, Talk Telio offered a flat rate of $0.05 per minute for both debit

63 And, of course, the effective realized rates in New

and collect calls with no per call fees.
Mexico, New York, Oklahoma and South Carolina indicate that $0.07 per minute is feasible. As
these examples demonstrate, $0.07 per minute for both debit and collect calls is greater than

several commercially offered rates.

35. Taking all of the above information together, I proffer 30.07 per minute for both debit
and collect calls, with no set up or per call fixed fees, as a just and reasonable rate for inmate
calling services. This rate is clearly economic—it is greater than commercial rates adjusted for
prison specific costs and, as noted below, it is greater than the rate already charged in some
states—and provides a buffer of additional revenue to continue to fund modest commissions. It
will not, however, allow for excessive profits for service providers or penal institutions. The

section below on the costs and benefits of reform discusses this issue in more detail.

8! New York eliminated commissions (sometimes referred to as ‘kickbacks’) in 2007. See,
http://www.salon.com/2012/10/01/prisoners_crippling_phone_bills/ (last visited March 22, 2013).

62 “Global Tel*Link’s State of Wisconsin Department of Corrections, Request for Proposal SM-1752, Inmate
Telephone Services, Volume IT — Cost and Revenue Proposal” (October 16, 2008), p. 3.

53 Petro Letter, p. 2 and Exhibit A. It is worth noting that Talk Telio received the maximum points allowable
for scoring the price component of their bid, but price accounted for less than half the total points used to
evaluate the bid. Nevertheless, Talk Telio only narrowly lost the bid to Securus.

17



IV.  COSTS AND BENEFITS OF REFORMING PRISON PAYPHONE RATES

36. The market failures of the prison payphone market—that prisoners’ lack of choice in a
service provider results in no mechanism to moderate rates—means that the prices charged are
almost certainly not efficient and social welfare could be improved with alternative rates. This
section will evaluate the costs and benefits of setting a maximum benchmark rate for prison
phone calls. As explained below, the benefits of the proposed benchmark maximum calling rate

likely greatly exceed the associated costs.

37. As an initial matter, it is worth observing that from an economic perspective, reducing
prison phone rates would be expected to improve welfare. Absent competitive pressures, the
current price of most prison calling is far above the costs of providing the call. Consequently,
the price does not properly signal the costs of the resources used when making a phone call from
a prison.”* If the prison phone market was a well-working market, the higher price would
suggest that the resources employed to produce the good in question are more valuable than for

an alternative lower priced good.”> Only if the prices of goods and services were related to their

% The benefits of prison phone calls, discussed below, are also not reflected in the price of calls, further
distorting economic efficiency.

% Economic efficiency is achieved because activities in an economy are coordinated through these price
signals, rather than through central coordination or administration. “Fundamentally, in a system where the
knowledge of the relevant facts is dispersed among many people, prices can act to coordinate the separate
actions of different people in the same way as subjective values help the individual to coordinate the parts
of his plan. It is worth contemplating for a moment a very simple and commonplace instance of the action
of the price system to see what precisely it accomplishes. Assume that somewhere in the world a new
opportunity for the use of some raw material, say tin, has arisen, or that one of the sources of supply of tin
has been eliminated. It does not matter for our purpose-and it is very significant that it does not matter—
which of these two causes has made tin more scarce. All that the users of tin need to know is that some of
the tin they used to consume is now more profitably employed elsewhere, and that in consequence they
must economize tin. There is no need for the great majority of them even to know where the more urgent
need has arisen, or in favor of what other needs they ought to husband the supply. If only some of them
know directly of the new demand, and switch resources over to it, and if the people who are aware of the
new gap thus created in turn fill it from still other sources, the effect will rapidly spread throughout the
whole economic system and influence not only all the uses of tin, but also those of its substitutes and the
substitutes of these substitutes, the supply of all the things made of tin, and their substitutes, and so on; and
all this without the great majority of those instrumental in bringing about these substitutions knowing
anything at all about the original cause of these changes. The whole acts as one market, not because any
of its members survey the whole field, but because their limited individual fields of vision sufficiently
overlap so that through many intermediaries the relevant information is communicated to all. The mere
fact that there is one price for any commodity-or rather that local prices are connected in a manner
determined by the cost of transport, etc.-brings about the solution which (it is just conceptually possible)
might have been arrived at by one single mind possessing all the information which is in fact dispersed
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costs—broadly defined to include all costs, including competitive profits and any non-market
externalities—then they would send the right signals that encourage resources to be used

efficiently.

38. The problem with inefficient prices, such as those in the prison phone market, is that they
waste resources—what economists call a dead weight loss. A phone call that is priced greater
than it would be if it was provided in a competitive market sends the signal that these calls use
more resources than they in fact do. This creates a situation where some consumers (prisoners
and their families) value the services more than they cost to produce, but are unable to purchase
them. This creates unrealized gains from trade. When prisoners and their families pay a price
that covers the costs of the call, both they and the providers of the call can be made better off, at
least in theory.®® The reason economists argue for efficient prices is that through the elimination
of the dead weight loss, the gain to the benefitting party exceeds the loss to the losing party.®’
Because the excessive prices charged for prison calls imply a dead weight loss, a regulated rate

that reduces that dead weight loss would be expected to improve total welfare.®®

THE COSTS OF THE CURRENT SYSTEM/THE BENEFITS OF REFORM

39. The costs of the current system and, consequently, the benefits from reforming it, are
two-fold. First, any reduction in costs of calls from prisons would directly benefit prisoners and
those they call in the form of lower phone bills. Second, to the extent the savings in these
expenses lead to additional phone calling (more and/or longer calls), the prisoners and their
families will certainly benefit, but so will society overall through the positive externality of the
reduced recidivism that results from keeping prisoners connected to their families and

communities.

among all the people involved in the process.” F. A. Hayek, “The Use of Knowledge in Society,” The
American Economic Review, Vol. XXXV, No. 4 (September 1945), p. 526.

% In practice, the reforms proposed here would also result in a transfer from prisons and service providers to
prisoners and their families, separate from creating a net benefit to society.

%7 At least in theory the winner could compensate the loser and still be better off. This meets the so called
Pareto Efficiency criteria.

6% An reduction in rates that does not overshoot the efficient level is expected to improve welfare.
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40. Costs of Prison Calls. As the analysis of Section III, above, indicates, the cost of

providing prison phone services is certainly less than $0.07 per minute. Yet, most prisoners pay
more—often much more—than this amount. Table 2, below, reports the per-minute rates for a
15-minute collect call from a Prison Legal News survey. There are at least 6 states where the
cost of a 15 minute interstate collect call, inclusive of commissions, is more than $1 per minute.
A call in an additional 15 states is more than $0.50 per minute and in another 11 states the cost is
more than $0.25 per minute. Together, of the states surveyed by Prison Legal News, at least 32

states charged $0.25 per minute or more for a 15-minute interstate collect call.
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Table 2: Collect Call Rates for State Prisons, 2012

State 15 minute Call State 15 minute Call
($/Minute) (Continued) ($/Minute)

New Mexico* 0.04 Kentucky 0.43
New York 0.05 California 0.44
South Carolina 0.07 Maryland 0.47
Nebraska 0.10 Kansas 0.51
Missouri 0.12 West Virginia 0.56
Montana 0.14 Arizona 0.56
Florida 0.14 Virginia 0.59
Massachusetts 0.16 South Dakota 0.64
Oregon 0.16 Utah 0.65
Wisconsin 0.18 Arkansas 0.71
New Hampshire 0.18 Pennsylvania 0.73
Oklahoma 0.20 Washington 0.73
North Carolina 0.23 Wyoming 0.74
Michigan 0.23 Delaware 0.77
Vermont 0.23 Nevada 0.79
Indiana 0.24 Tennessee 0.85
Connecticut 0.32 Maine 0.89
New Jersey 0.33 Mississippi 0.97
Colorado 0.35 Idaho 1.10
Louisiana 0.36 Ohio 1.14
Rhode Island 0.39 Georgia 1.15
Illinois 0.39 Minnesota 1.15
North Dakota 0.40 Alabama 1.15
Texas 0.43 Alaska 1.15

Source: The Brattle Group Analysis. See Appendix A.

Notes:

*The calling rate for New Mexico is listed as a flat rate of $.65 for a 20 minute call.
Assuming the rate for a 15 minute call would be the same or less, I used the flat rate of
$.65 rate for the calculation. Thus .04 dollars per minute can be seen as an upper limit.

Collect call rates were not available for Hawaii or Iowa.

41.  More recent evidence of rates from prisons suggests charges remain well above costs.

Phone bill evidence from Virginia suggests collect calls to Washington, DC are billed at a $2.50
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per-call fee plus $0.20 per minute.”” Another phone bill with charges from Florida to Alabama
suggests per-call charges of $3.50 plus $0.89 per minute.”

42.  As the analysis above indicates, prisons in most states charge significantly more to
prisoners to make phone calls than the underlying cost of those calls. Any maximum allowed
rate pegged to a benchmark that reduces these charges will directly benefit prisoners and those

they call.

43.  Economic benefits of lower rates. From a purely economic perspective, the first order

effect of lower rates for calls that would have been placed at higher rates is simply a transfer
from service providers and the penal institutions they contract with, to prisoners, their families
and others they call. The additional calls that will be made if rates are lower (but do not happen
with today’s higher rates) provide a net benefit to society. This net benefit arises through the
elimination of the distortion in the use of resources that were referred to above as a dead weight
loss. Part of this efficiency benefit will go to consumers of prison phone services and part will

go to the service providers and, possibly, the institutions they serve.

44. The net economic benefit to consumers of prison phone services is the difference they
would have been willing to pay for the additional calls made, less the new cost of those calls.
This willingness to pay is distributed between the old rate paid (because additional calls could
have been purchased at that rate prior to the rate reduction) and the new rate. The amount of
additional calling will depend on how responsive calling volumes are to a change in its price—
what economists call the elasticity of demand—for prison phone services. The elasticity of
demand for prison phone services is expected to be inelastic—that is, the amount of calls made is

not very responsive to prices. This inelastic demand is expected because prisoners have fewer

% Securus Account Statement, dated 9/26/2012. Received from Deborah Golden via email, February 5, 2013.
The bill includes a 3 minute call billed at $3.10 and a 10 minute call billed at $4.50. This implies a pricing
structure where the Call Cost = $2.50 plus $0.20 times the number of minutes of the call. Examination of
other charges on the same bill confirms this pricing structure.

7 Global Tel Link. Billing Summary for Southern Poverty Law Center, October 31, 2012. Received from Lee
Petro via email, February 4, 2013. The bill includes a 1 minute call billed at $4.84 and a 2 minute call billed at
$5.73. This implies a pricing structure where the Call Cost = $3.95 plus $0.89 times the number of minutes of
the call. This rate structure is consistent with another invoice from GTL dated September 29, 2012. Global Tel
Link, Billing Summary for Account Number 2023191000, September 29, 2012. Received from Deborah
Golden via email February 5, 2013.
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alternatives to making phone calls. They mostly cannot see people in person and do not have
access to e-mail. In New York, when prices fell by 57.5%, total usage increased by 36%,

suggesting an elasticity of demand of -0.63.”"

45. When rates are reduced and demand is inelastic, there will be less revenue generated
from prison calling services. To the extent the reduced revenue forces a reduction in
commissions, prisons will lose revenues. Service providers will also lose through reduced
revenues from services. But lower prices will induce an increase in the amount of prison calls
made, leading to a partial offset for service providers, and possibly prisons. The above elasticity

estimate suggests that a 10% reduction in price will lead to a 6.3% increase in call volumes.

46. Social benefits of lower rates. There are at least 2 social externalities associated with

prison calling. The first is through the benefits of reduced recidivism from greater contact
between prisoners and their family and community. The second is more effective prisoner
management, including reduced use of contraband cell phones in prisons. Although exact
pecuniary levels of these added benefits from lower calling rates are not quantified here, they are

nonetheless real.

47.  Prisoners making phone calls to their family and community have a well-documented
social externality—namely, that better family and community contacts reduce recidivism rates.
Many studies find that maintaining family and community contacts is an important predictor of

72

recidivism.”” Furthermore, the GAO found that “BOP extends telephone privileges to inmates

and asserts that telephone privileges help inmates maintain family and community ties and

facilitate the reintegration of inmates into society upon release from prison.””

48. This social benefit of reductions in recidivism rates is difficult to quantify accurately, but

it must be large. In 2011, the average U.S. state and federal prison population was 1.6 million

! http://www.doces.ny.gov/PressRel/2007/phoneratereduction.html.
72 See the discussion in Jackson 2005, pp. 272-273.
 GAO 2011, p. 6.
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inmates and 688,384 were released in that year.”* According to one study, in 2010 each prisoner
in a state institution cost taxpayers an average of $31,286.”° A conservative estimate of
recidivism rates would suggest 40% of prisoners return to prison within 3 years.”® With almost
700,000 prisoners released each year, these numbers suggest 280,000 will return to prison within
3 years. Consequently, a reduction of just 1% in the number of reincarcerated prisoners would
imply 2,800 prisoners not returning to prison and annual savings of almost $90 million.”’
Reductions in the next year’s ‘class’ of returning prisoners generate additional savings of about
the same amount. If the average prisoner serves 3 years, ® then a 1% reduction in recidivism

would save more than $250 million per year, year after year.”

49.  Yet another benefit of lower prison calling rates relates to inmate management issues.
Contraband cell phones are a threat to prisons, both in facilitating additional criminal activity and
threatening institutional safety.*® Any substitution away from cell phones to prison provided
calling services brings more prisoner communications under monitoring and reduces these
threats. Making prison calling more cost competitive with cellular rates will inevitably create

some substitution in usage toward the calling services provided by the institution.

" E. Ann Carson & William J. Sabol, “Prisoners in 2011,” U.S. Department of Justice, Office of Justice
Programs, Bureau of Justice Statistics, Bulletin (December 2012), p. 1, available at:
http://bjs.ojp.usdoj.gov/content/pub/pdf/p11.pdf.

> Christian Henrichson & Ruth Delaney, “The Price of Prisons, What Incarceration Costs Taxpayers,” VERA
Institute of Justice (July 20, 2012), p. 10, available at:
http://www.vera.org/sites/default/files/resources/downloads/Price_of Prisons updated version 072512.pd
f.

76 «“When excluding California, whose size skews the national picture, recidivism rates between 1994 and 2007
have consistently remained around 40 percent.” The PEW Center on the States, “State of Recidivism, The
Revolving  Door of  America’s  Prisons”  (April  2011), p. 2, available at:
http://www.pewtrusts.org/uploadedFiles/wwwpewtrustsorg/Reports/sentencing_and_corrections/State Re
cidivism Revolving Door America_ Prisons%20.pdf. Including California would have made the rate
higher. Furthermore, the Department of Justice estimated a 3-year recidivism rate of prisoners released in
1994 of 67.5%. U.S. Department of Justice, Office of Justice Programs, “Recidivism of Prisoners
Released in 1994,” Bureau of Justice Statistics Special Report (June 2002), p. 1, available at:
http://bjs.ojp.usdoj.gov/content/pub/pdf/rpr94.pdf.

1% * 280,000 = 2,800 prisoners * $31,286 per prisoner = $87,600,800.

7 http://www.nytimes.com/2012/06/06/us/ average-prison-stay-grew-36-percent-in-two-decades.html? r=0.
7 $87,600,800 * 3 = $262,802,400.
% GAO 2011, p. 19.
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50.  Although the exact values of these externalities—lower recidivism and better prisoner
management—are not estimated here, they do provide further justification for lowering prison
calling rates. In fact, they provide an argument for subsidizing prisoner calling rates. The
efficient level of rates based on market costs does not account for these other positive
externalities. If the added benefits arising from lower rates were actually considered during the
rate-setting process, rates would be set lower than the rate suggested by the analysis in the

previous section.

THE COSTS OF REFORM/BENEFITS OF THE CURRENT SYSTEM

51. The only beneficiaries of the current high rates are the current service providers and the
penal institutions that receive commissions from the service providers they contract with.
However, any lost revenues to service providers result in a direct benefit to prisoners and those
they call. The impact on the service providers may also be offset from any increased volume of

calls placed.”’

52. A significant portion of the rates charged in many states go to the penal institutions in the
form of commissions. Prison Legal News estimated that total commissions nationwide were
more than $100 million in 2012.** As the FCC has previously found, these commissions are not
economic costs of providing prison calling services.® Rather, they are more akin to a tax. As
noted above, some of the revenues from commissions ultimately paid by prisoners and their
families currently may be put to good uses, but because they distort the calling market, they
come with added costs. A more straightforward funding source for these prisoner benefits, such
as from general tax revenues, would distort economic resources less than taxing prison phone

calls as a source of revenue.

53.  Since the proposed benchmark maximum rate of $0.07 per minute is still above

reasonable estimates of costs, including a competitive profit, there could still be some room for

! How much the increase in calling volumes offsets service provider losses will depend on how the elasticity
of demand for calling services (to determine the amount of increase in inmate calling) and on what
happens with commissions.

%2 Human Rights Defense Center, “Comment in the Matter of Rates for Inmate Calling Services, WC Docket
No. 12-375,” (March 25, 2013), Exhibit C.

%3 Inmate Calling NPRM 2012, 4 37.
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small commissions. In fact, with a fixed maximum rate, the competition for contracts would
induce efficient provision of prison phone service.*® If commissions are still allowed, then it is
likely that service providers would still compete on the basis of commissions in trying to secure
the contracts for given facilities. The amount of money available to offer in commissions would
be the difference between the benchmark maximum rate and the costs of providing service. The
firms that could offer the highest commissions would be the ones that could provide the
underlying service at least cost, for a given set level of service quality.® In the absence of
commissions, competition for contracts would focus on other areas, such as providing better

service to prisoners.

THE NET BENEFITS OF A BENCHMARK MAXIMUM RATE

54. It is well beyond the scope of the current analysis to provide a full accounting of the net
benefits of regulating prison phone rates by establishing a maximum benchmark. Nevertheless,
those net benefits are expected to be positive. Through the elimination of a dead weight loss we
expect the gains to prisoners and those they call to exceed the loss in revenues to service
providers and prisons. Some of benefits will be in the form of transfers from service providers
and prisons to prisoners and those they call. The transfer of provider profits to the consumers of
prison phone services should be seen a good thing from the social perspective, largely because it
is only excess profits that would be transferred while those receiving the monetary benefits tend

to be low income and can disproportionately benefit from the increased income.

55. A secondary concern is the loss in commissions to prisons. But it is very likely that
through reduced recidivism rates prisons systems will not lose any money from reduced phone
rates and associated commissions. As noted above, one estimate of the commissions earned by
prisons is about $100 million per year. A less-than-one percent reduction in recidivism would
offset that lost revenue in lower prisoner costs. We do not know what the reduced recidivism

rates would be from lower calling rates, but a 1% reduction does not seem an aggressive

% As with any regulated price, the quality of the service must be specified or lower quality service could result
from cost cutting measures.

% The winning bidder would be expected to earn above competitive profits by the difference between how
efficiently it could provide the service and the next most efficient provider.
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estimate.*®  Although the savings from reduced recidivism may not exactly match the lost
commission revenues at each facility or in every budget line, the prison system in the U.S. would

save enough to offset the lost commission revenues.

V. INAPPLICABILITY OF MARGINAL LOCATION METHODOLOGY TO
THE PRISON PHONE MARKET

56.  Marginal Location Methodology—as adopted by the FCC for calculating public
payphone rates®’—is not applicable to the prison payphone marketplace. The reasons used to
justify this methodology in the public payphone market do not hold today for prison phone
calling. Applying such a methodology here would be unnecessarily complicated and would over

compensate most prison phone service providers.

57. The idea behind the Marginal Location Methodology is to estimate a rate where the
marginal location just breaks even. As the FCC said in its 1999 Order, “A marginal payphone
location is a location where the payphone operator is able to just recoup its costs, including
earning a normal rate of return on the asset, but is unable to make payments to the location
owner.”®® Tt is the average call volume at that marginal location that would be used along with
cost analysis to set the appropriate rate. Applying this methodology to prison phone systems
would be to set a benchmark rate for all prisons based on the call volume at a marginal prison
that just barely breaks even without paying commissions (if commissions are taken as analogous

to payments to the location owner.)

58. This methodology has been criticized when applied to payphones.*” Among other
defects, it guarantees overpayments at most (non marginal) locations. In the case of prison

calling services, costs are less facility specific than for payphones. The centralized nature of

% If the impact of better family and community ties induced by lower calling rates was actually less than 1% it
seems unlikely that multiple studies would have identified the importance of this predictor of recidivism.

87 See, Federal Communications Commission, “Third Report and Order, and Order on Reconsideration of the
Second Report and Order,” In the Matter of Implementation of the Pay Telephone Reclassification and
Compensation Provisions of the Telecommunications Act of 1996, CC Docket No. 96-128 (Adopted:
January 28, 1999). (Hereinafter “1999 Payphone Order”.)

#1999 Payphone Order, 9 139.
% There was some dissent in the applicability of this methodology to payphones. 1999 Payphone Order, 9 140.
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providing prison calling services implies that costs are shared over multiple facilities.

Consequently, this methodology is less relevant for prison calling rates than for payphone rates.

59. The Marginal Location Methodology is also inapplicable because it is a cost-based
methodology. The justification for regulating prison calling rates is that the market fails to set
just and reasonable rates. Cost-based rate regulation is a second-best attempt to approximate the
outcome of a competitive market. As the analysis above indicates, most of the components of
providing prison phone services can be priced in reference to competitively determined service
components. Consequently, there is no need to apply a regulated cost of service approach to
determining a just and reasonable rate. In fact, if a cost-based methodology produces a rate
significantly higher than the $0.07 per minute proposed here, it must be in error because it would
imply paying more for a service, or component of service, that could be purchased more
inexpensively in the competitive marketplace, thereby undermining the rationale for using cost-

based regulation in the first place.

Respectfully submitted,

Coleman Bazelon

THE BRATTLE GROUP, INC.
1850 M Street, NW

Suite 1200

Washington, DC 20036

March 25, 2013
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Appendix A: Underlying Data for Interstate Collect Call Calculations

State Interstate Collect Interstate Collect Commissions
Call Base Rate Call Minute Rate

Alabama $3.95 $0.89 Missing
Alaska $3.95 $0.89 7.0%
Arizona $2.40 $0.40 53.7%
Arkansas $3.95 $0.45 45.0%
California 1 $0.00 $0.44 Missing
Colorado [2] $3.00 $0.15 49.0%
Connecticut $0.00 $0.32 68.8%
Delaware $1.71 $0.66 40.0%
Florida [3] $1.20 $0.06 35.0%
Georgia $3.95 $0.89 60.0%
Hawaii Missing Missing Missing
Idaho [4] $3.80 $0.85 10.6%
Tllinois [5] $2.50 $0.23 56.0%
Indiana $0.00 $0.24 43.5%
Iowa [6] Missing Missing Missing
Kansas [71 $1.70 $0.40 41.3%
Kentucky $2.00 $0.30 54.0%
Louisiana $2.15 $0.22 70.0%
Maine [8] $3.00 $0.69 60.0%
Maryland [9] $2.85 $0.30 54.0%
Massachusetts $0.86 $0.10 22.5%
Michigan $0.00 $0.23 0.0%
Minnesota $3.95 $0.89 59.0%
Mississippi [10] $3.30 $0.75 60.5%
Missouri $1.00 $0.05 0.0%
Montana $0.24 $0.12 25.0%
Nebraska $0.70 $0.05 0.0%
Nevada $3.00 $0.59 54.2%
New Hampshire [11] $1.20 $0.10 Missing
New Jersey $0.00 $0.33 41.0%
New Mexico [12] $0.65 $0.00 0.0%
New York $0.00 $0.05 0.0%
North Carolina  [13] $3.40 $0.00 58.0%
North Dakota [14] $2.40 $0.24 40.0%
Ohio [15] $3.94 $0.88 Missing
Oklahoma [16] $3.00 $0.00 76.6%
Oregon [17] $0.00 $0.16 Missing
Pennsylvania [18] $3.50 $0.50 44.4%
Rhode Island $1.30 $0.30 0.0%
South Carolina  [19] $0.99 $0.00 0.0%
South Dakota [20] $3.15 $0.43 35.5%
Tennessee [21] $3.54 $0.62 50.1%
Texas [22] $0.00 $0.43 40.0%
Utah [23] $3.00 $0.45 50.0%
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Interstate Collect Interstate Collect

State Call Base Rate  Call Minute Rate ~ CCmmissions
Vermont $1.25 $0.15 37.0%
Virginia [24] $2.40 $0.43 35.0%
Washington $3.50 $0.50 Missing
West Virginia [25] $0.85 $0.50 46.0%
Wisconsin $0.00 $0.18 30.0%
Wyoming [26] $2.80 $0.55 65.5%

Source: Prison Legal News, 2013.

Notes: Compiled by Prison Legal News.

(1]

—_ —. =
AW
—_

(3]

No commissions, but California Technology Agency receives an $800,000
annual fee from GTL.

FY2012 commission amount is for 10 months of the FY.

FY2009 commission amount is only for January through June 2009.

No commission percentage; the commission is $2.25 per debit call, $2.00
per pre-paid collect call and $1.75 per collect call. Community Work
Centers have a 20% commission.

FY2012 commission amount is through April 2012.

Not called “commissions,” but the lowa DOC receives payments from its
ICS provider.
FY2012 commission amount is through May 2012.

Uses a calendar year, not fiscal; 2012 amount is through November 2012.

Rates per email from MD DOC; no per-minute charge for first minute of
collect interstate calls. ICS contract changed to GTL in March 2013,
resulting in reduced rates.

Collect rate is per call to GTL on 3/8/13.

Commission is $27,000/month + 20%, starting September 2012.

All flat rates are for 20-minute calls.

FY2012 commission amount is through October 2012.

$.30 for the first minute for collect interstate calls, then $.24/min. thereafter.

Ohio DOC receives a flat/fixed annual commission of $15 million. Collect
rate is per call to GTL on 3/8/13.

Commission is a flat rate of $2.30 per call, which equates to 76% based on a
flat rate cost of $3.00 per call.

$750,000/quarter plus 50% commission if profit is over $1.5 million.
FY2012 commission data is incomplete.

All flat rates are for 15-minute calls.

33-38% on collect calls (varies by distance); $1.00 commission per debit
call (all distances).

Actual rates are $3.53525 + .61755/min. collect and $3.181735
+.555795/min. debit.

FY2012 ended on August 31; commission amount is as of August 5, 2012.

Rates are per call to VAC on 3/8/13.

FY2012 commission amount is for 11 months.

FY2012 commission amount is through September 2012.

FY2012 commission amount is from January through August 2012.
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SELECTED CONSULTING PROJECTS
Litigation
¢ Assessed commercial viability of full text searching of books business model.
¢ Assessed Domestic Industry requirement in ITC 337 case.
¢ Estimated value of satellite assets in bankruptcy.
¢ Estimated damages from denial of pole attachments.
¢ Provided written testimony evaluating the performance of a numbering resource administrator.
¢ Provided written testimony on the ability to estimate damages for a class of satellite phone users.
¢ Provided written testimony on the economic value of Rights-of-Ways in Massachusetts.
¢ Estimated damages for a broadcast tower permit revocation.

¢ Provided oral testimony on the proprietary nature of specific information contained in a statewide
public safety network bid.

¢ Provided written testimony on economic value associated with items provided in a labor neutrality
agreement.

¢ Estimated damages associated with USF and other telephone taxes paid by a calling card reseller.

¢ Assessed the damages associated with the infringement of patents related to VolP technology and
the likely impact of a permanent injunction.

¢ Estimated recoverable data costs for two pesticides.
¢ Estimated cost of delay in granting local cable franchise.

¢ Analyzed the economic underpinnings of an exclusivity clause of a mobile phone affiliation
agreement.

¢ Assessed commonality issues of physicians for class certification of RICO action against a set of
health insurance companies.

¢ Estimated “Loss of Use” damages for a severed fibre optic cable.

¢ Provided written testimony estimating the value of a surety bond in a contract dispute involving
toll free phone numbers used in an enhanced service application.

¢ Assessed damages associated with infringement of patents used to provide Voice over Internet
Protocol (VolP).

¢ Assessed basis for guidance of a large telecommunications firm in a 10-b securities litigation.

¢ Valued digital television radio spectrum in St. Louis in the pre-litigation phase of a breach of
contract dispute.

¢ Estimated damages in a breach of contract case involving the sale of a fibre optic network.

¢ Researched the basis for generally optimistic forecasts of broadband deployment in the later
1990s and early 2000s in an anti-trust litigation.

¢ Researched the basis for generally optimistic beliefs about the telecommunications sector .in the
late 1990s in a 10-b securities litigation.
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¢ Assessed the market for Competitive Local Exchange Carriers in an SEC fraud case.
¢ Assessed a bankruptcy sale proposal for a national tier 1 broadband backbone provider.
¢ Examined the business case asserted for a small wireless reseller in a breach of contract litigation.

¢ Assessed damages associated with infringement of patents used in DNA fingerprinting
applications.

¢ Assessed changes in contributions to the Cable Royalty Fund on behalf of Sports Claimants in a
Copyright Arbitration Royalty Panel (CARP) proceeding.

¢ Assessed the capital adequacy of the U.S. branch of a foreign bank.

Regulatory Proceedings
¢ Estimated economic impact of LNP on RLECs.
¢ Assessed relevance of U.S. UNE-L experience for New Zealand benchmarking proceeding.
¢ Authored analysis of harm from revoking LightSquared’s ATC authorization .
¢ Estimated value of pairing Upper 700 MHz A Block with public safety.
¢ Estimated impact of increased regulatory uncertainty on spectrum value.
¢ Estimated value of government provision of GPS service to private industry.

¢ Coauthored analysis of feasibility of reallocating broadcast television through the use of incentive
auctions.

¢ Analyzed impact on spectrum value of pairing AWS Ill spectrum.
¢ Coauthored analysis of the merits of licensed versus unlicensed allocation of the TV White Spaces.
¢ Estimated the value of TV White Spaces.

¢ Provided written testimony on the economic harm of using proprietary information in retention
marketing.

¢ Provided written testimony on the economics of pole attachment rates.

¢ Estimated the value of the PCS H-Block spectrum band.

¢ Estimated the economic impact of ITC Exclusion Order on cell phone handsets.
¢ Authored several reports on the 700 MHz auction rules.

¢ Analyzed the relationship between the size of cable systems and the economics of the
programming market.

¢ Presented analysis on pricing differentials in overlapping cable markets.

¢ Assessed proposed regulation of mobile phone roaming rates.

¢ Analyzed impact of local franchise requirements on competition in the video marketplace.
¢ Developed and assessed Indian spectrum management proposals.

¢ Analyzed economic ramifications of a la carte cable channel pricing on consumers and the cable
and television programming industries.
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¢ Examined the relative merits of licensed versus unlicensed radio spectrum and the effects of
“underlay” licenses on existing commercial licensees.

¢ Examined federalism issues related to mobile telephony regulation.

¢ Examined and refuted arguments suggesting that the California Telecommunications Consumer
Bill of Rights was an appropriate response to market failures.

¢ Assessed the impact on consumers of California’s Telecommunications Consumer Bill of Rights
proposal.

¢ Provided written testimony refuting analysis purporting to show a positive relationship between
UNE-P and telecom network investment.

¢ Provided written testimony examining the effects of unbundling regulations on capital spending in
the telecommunications sector.

¢ Estimated the adjustment to the TELRIC pricing formula to account for irreversible investment in
the local telephone network.

¢ Examined the impact of irreversible investments in the local telephone network on the TELRIC
pricing methodology.

¢ Assessed the degree of market overlap of two food service firms for purposes of merger review.

¢ Provided written testimony that assessed the validity of an analysis of the costs of a DTV tuner
mandate.

¢ Provided written testimony of a forecast of toll free number demand for the toll free number
administrator, SMS/800, in a rate case proceeding.

Other
¢ Assessed business case and value of HF license holder.
¢ Analyzed likely auction outcomes for TV broadcaster participating in incentive auction.
¢ Assessed value of commercial mobile spectrum bands.
¢ Analyzed economic impacts of the commercial casino industry.
¢ Evaluated impact of digitization on copyright industries.
¢ Analyzed economic and employment effects of Dutch gas hub.
¢ Advised bidder in Indian 3G spectrum license auction.
¢ Estimated economic and employment effects of network neutrality regulation.
¢ Analyzed relative costs of wireless and wireline deployments in rural areas.
¢ Analyzed potential harms from Internet gambling.
¢ Estimated economic value of reallocating TV spectrum for wireless broadband.

¢ Estimated economic and employment effects of electric power transmission construction in
support of new wind generation facilities.

¢ Estimated economic and employment effects of broadband stimulus grant applications.
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¢ Estimated employment effects of an ATC-mobile satellite network deployment.

¢ Analyzed the impact of reducing international mobile phone roaming charges.

¢ Developed an auction platform for an electricity procurement auction.

¢ Analyzed the economic impacts of reduced mobile phone taxes in Africa and the Middle East.
¢ Evaluated the impact of reducing ethanol requirements on gasoline prices.

¢ Analyzed FRAND licensing requirements for intellectual property in the DTV standard.
¢ Advised bidder in Canadian AWS spectrum license auction.

¢ Advised bidder in FCC 700 MHz spectrum license auction.

¢ Evaluated a business plan for proposed dam removals.

¢ Assessed a business plan involving the WiMAX market.

¢ Estimated the value of a portfolio of spectrum licenses.

¢ Assessed the budgetary impacts of legislation to license TV white spaces.

¢ Analyzed the economics of the military’s build versus buy decision for broadband satellite
communications capacity.

¢ Advised bidder in FCC AWS spectrum license auction.

¢ Provided framework to estimate impact of the effect of designation of TV white spaces as
unlicensed on 700 MHz auction receipts.

¢ Analyzed Universal Service Fund expenditures.
¢ Analyzed cable franchising requirements.
¢ Valued proposals to re-band the Upper 700 MHz Band of radio spectrum.

¢ Analyzed proposed accelerated digital television transition impacts on society and the federal
budget.

¢ Coauthored a report on the value of a portfolio of patents used to provide Voice over Internet
Protocol (VolP).

¢ Coauthored a report to the U.S. Chamber of Commerce on the economic effects of
telecommunications deregulation.

¢ Assessed the business cases for IRU swaps of a large international fibre optic network owner.

¢ Examined the effects of unbundling regulations on broadband penetration internationally.

PUBLICATIONS
Articles and Book Chapters

John Jarosz, Robin Heider, Coleman Bazelon, Christine Bieri and Peter Hess, “Patent Auctions: How Far
Have We Come?” les Nouvelles, March 2010, pp. 11-30.

“Too Many Goals: Problems with the 700 MHz Auction,” Information Economics and Policy, June 2009,
pp. 115-127.
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“Licensed or Unlicensed: The Economic Considerations in Incremental Spectrum Allocations,” IEEE
Communications Magazine, March 2009, pp. 110-116.

Michael H. Rothkopf and Coleman Bazelon, “Interlicense Competition: Spectrum Deregulation Without
Confiscation or Giveaways,” in OBTAINING THE BEST FROM REGULATION AND COMPETITION, Michael A. Crew and
Menahem Spiegel, eds., Kluwer Academic Publishers (2005), pp. 135-159.

“Next Generation Frequency Coordinator,” Telecommunications Policy 27 (2003), pp. 517-525.

Coleman Bazelon and Kent Smetters, “Discounting in the Long Term,” Loyola of Los Angeles Law Review,
Vol. 35, Issue 1, November 2002.

Coleman Bazelon and Kent Smetters, “Discounting Inside the Washington DC Beltway,” Journal of
Economic Perspectives, Fall 1999.

“The Movement of Markets,” Wesleyan Economic Journal, Spring 1986.

“Is the Psychogenic Theory of History Scientific?” Journal of Psychohistory, Fall 1985.

White Papers, Reports, Studies, and Reviews

Robert A. Rogowsky, Pallavi Seth, and Coleman D. Bazelon, "An Economic View Of ITC 337 Cases and the
Public Interest," Law360, November 21, 2012.

Coleman Bazelon and Giulia McHenry, “Spectrum Value,” Telecommunications Policy Research
Conference, 2012.

Robert A. Rogowsky, Pallavi Seth, and Coleman D. Bazelon, "An Economic View Of The ITC's Domestic
Industry," Law360, June 18, 2012.

Coleman Bazelon and Greg Duncan, “The Status of UNE-L in the United States,” Prepared for the
Commerce Commission of New Zealand, April 12, 2012.

“Implications of Regulatory Inefficiency for Innovative Wireless Investments,” Sponsored by
LightSquared, March 15, 2012.

Coleman Bazelon, Kevin Neels and Pallavi Seth, “Beyond the Casino Floor: Economic Impacts of the
Commercial Casino Industry,” sponsored by the American Gaming Association, 2012.

Coleman Bazelon, Charles Jackson and Giulia McHenry, “An Engineering and Economic Analysis of the
Prospects of Reallocating Radio Spectrum from the Broadcast Band through the Use of Voluntary
Incentive Auctions,” Telecommunications Policy Research Conference, 2011.

“Cost of Regulatory Risk for Wireless Spectrum Values,” sponsored by LightSquared, August 23, 2011.

“Expected Receipts from Proposed Spectrum Auctions,” sponsored by the Wireless Broadband Coalition,
July 28, 2011.

“GPS Interference: Implicit Subsidy to the GPS Industry and Cost to LightSquared of Accommodation,”
sponsored by LightSquared, June 22, 2011.

Lisa Cameron and Coleman Bazelon, “The Impact of Digitization on Business Models in Copyright-Driven
Industries: A Review of the Economic Issues,” National Research Council (NRC) Committee on the Impact
of Copyright Policy on Innovation in the Digital Era, June 7, 2011.

“The Economic Basis of Spectrum Value: Pairing AWS-3 with the 1755 MHz Band is More Valuable than
Pairing it with Frequencies from the 1690 MHz Band,” sponsored by T-Mobile and CTIA, April 11, 2011.

The Brattle Gmup www.brattle.com



COLEMAN BAZELON
Principal 7

“Economists Letter to Obama Regarding Incentive Auctions,” April 6, 2011.
“The Indian 3G and BWA Auctions,” Telecommunications Policy Research Conference, 2010.

“Economic Impact of the Dutch Gas Hub Strategy on the Netherlands,” by Dan Harris, Coleman D.
Bazelon, Brad Humphreys, and Penelope Dickson, Netherlands Ministry of Economic Affairs, Agriculture
and Innovation, September 2010.

“The Employment and Economic Impacts of Network Neutrality Regulation: An Empirical Analysis,”
sponsored by Mobile Future, 2010.

“The Benefits of Wireless Broadband for Rural Deployments,” sponsored by Qualcomm, Inc, 2010.

Malcolm K. Sparrow, Coleman Bazelon and Charles Jackson, “Can Internet Gambling Be Effectively
Regulated? Managing the Risks,” sponsored by Wired Safety, 2009.

“The Need for Additional Spectrum for Wireless Broadband: The Economic Benefits and Costs of
Reallocations,” sponsored by Consumer Electronics Association, 2009.

Coleman Bazelon and William Zarakas, “Measuring Concentration in Radio Spectrum License Holdings,”
Telecommunications Policy Research Conference, 2009.

“Licensed or Unlicensed: The Economic Considerations in Incremental Spectrum Allocations,” in New
Frontiers in Dynamic Spectrum Access Networks, 2008, DySPAN 2008.

“Overreaching: The Policy Failures of the 700 MHz Auction,” Telecommunications Policy Research
Conference, 2008.

“Cream Skimming,” Telecommunications Policy Research Conference, 2007.

Thomas W. Hazlett and Coleman Bazelon, “Market Allocation for Radio Spectrum,” prepared for the
International Telecommunications Union Workshop on Market Mechanisms for Spectrum Management,
Geneva, Switzerland, January, 2007.

“Licensed or Unlicensed: The Economics of Incremental Spectrum Allocations,” Telecommunications
Policy Research Conference, 2006.

“Analysis of an Accelerated Digital Television Transition,” sponsored by Intel Corporation, 2005.

Thomas W. Hazlett and Coleman Bazelon, “Regulated Unbundling of Telecommunications Networks: A
Stepping Stone to Facilities-Based Competition?” Telecommunications Policy Research Conference,
2005.

Thomas W. Hazlett, Coleman Bazelon, John Rutledge, and Deborah Allen Hewitt, Sending the Right
Signals: Promoting Competition Through Telecommunications Reform: A Report to the U.S. Chamber of
Commerce, September 22, 2004.

Thomas W. Hazlett, Arthur M. Havenner, and Coleman Bazelon, “Regulation and Investment in Local
Telecommunications Networks,” Working Paper, January 2004.

Michael H. Rothkopf and Coleman Bazelon, “Interlicense Competition: Spectrum Deregulation Without
Confiscation or Giveaways,” New America Foundation, Spectrum Series Working Paper #8, August, 2003.

“Review of Discounting and Intergenerational Equity,” by Paul Portney and John Weyant, Resources for
the Future (1999), in the Society of Government Economists Newsletter, Volume 34, No. 10, November
2002.

“Completing the Transition to Digital Television,” Congressional Budget Office, September 1999.*
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“Two Approaches for Increasing Spectrum Fees,” Congressional Budget Office, November 1998
(Coauthored with David Moore*).

“Where Do We Go From Here? The FCC Auctions and the Future of Radio Spectrum Management,”
Congressional Budget Office, April 1997 (Coauthored with Perry Beider and David Moore*).

* CBO publications do not cite authors’ names.

Federal Communications Commission Filings

“Unlicensed Use of the TV White Spaces: Wasteful and Harmful,” FCC Filling, with Charles L. Jackson and
Dorothy Robyn, Ex Parte Comments, ET Docket No. 04-186, ET Docket No. 02-380, August 20, 2008
(benefits of licensed over unlicensed allocation of the TV White Spaces).

“Comments of Charles L. Jackson, Dorothy Robyn and Coleman Bazelon,” Comments, WC Docket No. 06-
150, PS Docket No. 06-229, June 20, 2008 (value of TV White Spaces).

“Comments of Coleman Bazelon,” Comments, WC Docket No. 06-150, PS Docket No. 06-229, WT Docket
No. 96-86, June 20, 2008 (700 MHz D Block).

“Declaration of Coleman Bazelon,” Reply Comments, WC Docket No. 07-245, April 22, 2008 (economics
of pole attachment rates).

“Why the Exclusive Use of Large Licenses in the Upper or Lower 700 MHz Bands Would Reduce the
Efficiency of the 700 MHz Auction,” Comments, WT Docket No. 06-150, April 20, 2007.

“Principles for Choosing 700 MHz Block License Sizes,” Ex Parte Comments, WT Docket No. 06-150,
March 6, 2007.

“The Economics of License Sizes in the FCC's 700 MHz Band Auction,” Ex Parte Comments, WT Docket
No. 06-150, January 2007.

“Declaration of Thomas W. Hazlett, Ph.D., Prof. Arthur M. Havenner, and Coleman Bazelon, Ph.D.,”
Comments, WC Docket No. 03-173, December 16, 2003.

“Declaration of Thomas W. Hazlett, Ph.D., Arthur M. Havenner, Ph.D., and Coleman Bazelon, Ph.D.,”
Comments, WC Docket No. 03-157, September 2, 2003.

“Spectrum Deregulation Without Confiscation or Giveaways,” with Michael Rothkopf, Comment, ET
Docket No. 02-135, January 9, 2003.

Thomas W. Hazlett, Coleman Bazelon and Arthur Havenner, “Forecast of Toll Free Number Demand:
2002-2004,” Attachment A, SMS/800 Transmittal No. 22, F.C.C. Tariff No. 1, November 15, 2002.

“Comments of Coleman D. Bazelon and T. Christopher Borek Relating to Arthur D. Little, Inc.’s
Assessment of the Impact of DTV on the Cost of Consumer Television Receivers,” Ex Parte Comments
MM Docket 00-39, August 1, 2002.

“Use Administrative Law Judges to Adjudicate Interference Disputes Between Licensees,” Comment, ET
Docket No. 02-135, July 8, 2002.
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¢ Congressional Budget Office Reports
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Incentive Auctions: What Broadcasters Need to Know, Crossfire Media Webinar, December 19, 2012.
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June 6, 2012.

Incentive Auctions, 39th Annual Telecommunications Policy Research Conference (TPRC), Arlington, VA,
September 24, 2011.

Competition in the Wireless Environment: How to Get More Handsets or More Networks, Broadband
Breakfast Club, Washington, DC, February 15, 2011.

Introducing TV White Spaces, Spectrum Bridge webinar, October 28, 2010.

The Indian 3G and BWA Auctions, 38th Annual Telecommunications Policy Research Conference (TPRC),
Arlington, VA, October 2, 2010.

How Smart Public Policies Can Drive the Mobile Broadband Transformation, Information Technology and
Innovation Foundation’s The Emerging Mobile Broadband Economy and its New Business Models,
Washington, DC, September 14, 2010.

Community Broadband-A Blessing or Curse?, K&L Gates LLP Municipal Broadband Webcast, July 29,
2010.

Towards A Sustainable Spectrum Policy: Rethinking Federal Spectrum, Public Knowledge, Washington,
DC, June 3, 2010.

Unraveling Net Neutrality: Should the FCC Regulate Broadband, Independence Institute, Denver, CO,
May 26, 2010.

CQ-Roll Call Policy Breakfast on the Future of Wireless Broadband, Washington, DC, May 20, 2010.

Congressional Staff Briefings on “The Need for Additional Spectrum for Wireless Broadband: The
Economic Benefit and Costs of Reallocations,” Washington, DC, December 8, 2009.

The Progress and Freedom Foundation’s “Let’s Make a Deal: Broadcasters, Mobile Broadband, and a
Market in Spectrum,” Washington, DC, December 1, 2009.

FCBA'’s Intellectual Property Practice Committee Brown Bag Lunch, Washington, DC, November 30, 2009.
FCC Broadband Spectrum Workshop, Washington, DC, September 17, 2009.

Measuring Concentration in Radio Spectrum License Holdings, 37th Annual Telecommunications Policy
Research Conference (TPRC), Arlington, VA, September 26, 2009.

Broadband Stimulus Plan, 2009 FLATOA-FCBA Conference, Tampa, FL, June 26, 2009.
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Leveraging the Broadband Stimulus and Licensed Spectrum, Webinar, April 29, 2009.
Keynote Address, Enterprise Wireless08, Scottsdale, AZ, November 6, 2008.

Licensed or Unlicensed: The Economic Considerations in Incremental Spectrum Allocations, DySPAN,
Chicago, IL, October 16, 2008.

Overreaching: The Policy Failures of the 700 MHz Auction, 36th Annual Telecommunications Policy
Research Conference (TPRC), Arlington, VA, September 27, 2008.

Cream Skimming, 35th Annual Telecommunications Policy Research Conference (TPRC), Arlington, VA,
September 29, 2007.

Auction Revenues are not the Only Revenues that Should Drive Spectrum Policy, Law Seminars
International: Spectrum Management, Washington, DC, September 17, 2007.

Market Allocation for Radio Spectrum, International Telecommunications Union Workshop on Market
Mechanisms for Spectrum Management, Geneva, Switzerland, January 2007.

Licensed vs. Unlicensed Spectrum: A New Economic Model for Determining the Trade-offs, 34th Annual
Telecommunications Policy Research Conference (TPRC), Arlington, VA, September 30, 2006.

Decoding the Future of IP-TV, Northern California Chapter of the Federal Communications Bar
Association, San Francisco, February 2006.

Accelerating the Digital Television Transition, COMPTEL Executive Business & Policy Summit,
Washington, DC, December 2005.

Regulated Unbundling of Telecommunications Networks: A Stepping Stone to Facilities Based
Competition? Telecommunications Policy Research Conference, Arlington, VA, September 2005.

Sending the Right Signals: Promoting Competition Through Telecommunications Reform: A Report to the
U.S. Chamber of Commerce, presentation of report to the US Chamber of Commerce, October 6, 2004.

Telecommunications Reform, presentation to the U.S. Chamber of Commerce’s Technology Policy
Committee, April 29, 2004.

Interlicense Competition, Telecommunications Policy Research Conference, Arlington, VA, September
2003.

Marketing & Legal Strategies: Hope, Hype & Crash Landings, WCAI 2003, Washington, DC, July 10, 2003.

Spectrum Policy Task Force Interference Recommendations, Manhattan Institute Conference,
Washington, DC, February 13, 2002.

FCC License Auctions, Society of Government Economists Conference, Washington, DC, November 22,
2002.

Spectrum Management Panel, CTIA Wireless 2002, Orlando, FL, March 18, 2002.
A Note on Correlation, ASSA Annual Meetings, Atlanta, GA, January 6, 2002.

Regulatory Forbearance, Powerline Communications Conference, Washington, DC, December 13, 2001.
Spectrum License Valuations, CTIA Wireless Agenda 2001, Dallas, TX, May 2001.

Old Spectrum in the New Economy, with David Moore, invited paper, Society of Government Economists
Conference “The New ‘Economy’: What Has Changed and Challenges for Economic Policy,” Washington,
DC, November 2000.
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Discounting Inside the Washington DC Beltway, Energy Information Agency Seminar Series, Washington,
DC, March 2000.

Discounting Inside the Washington DC Beltway, Congressional Budget Office Seminar Series,
Washington, DC, November 1999.

Completing the Transition to Digital Television, Telecommunications Policy Research Conference,
Arlington, VA, September 1999.

Digital Television Transition, Congressional Budget Office Seminar Series, Washington, DC, April 1999.

The Budgetary Treatment of Asset Sales, briefing for the staff of the Senate Budget Committee,
Washington, DC, February 1997.

The Value Added from Multilateral Bargaining Theory for Applied Research, with Greg Adams, Selected
Paper, AAEA Annual Meeting, Baltimore, MD, August 1992.

The Importance of Political Markets in Formulating Economic Policy Recommendations, Selected Paper,
AAEA Annual Meeting, Manhattan, KS, August 1991.

L.D.C. Debt and Policy Linkages in the Determination of World Commodity Prices, with Gordon Rausser,
Selected Paper, AAEA Annual Meeting, Vancouver, B.C., Canada, August 1990.

TESTIMONY, DECLARATIONS, AND AFFIDAVITS

“Rebuttal Testimony of Coleman Bazelon,” In re: Petition for Suspension or Modification of Application
of the Requirements of 47 U.S.C. § 251(b) and (c), pursuant to 47 U.S.C. § 251(f)(2) regarding Time
Warner Cable Information Services (Maine) LLC’s Request, State of Maine Public Utilities Commission,
Docket No. 2012-198, Docket No. 2012-218, Docket No. 2012-219, Docket No. 2012-220, Docket No.
2012-221, October 12, 2012.

“Testimony of Coleman Bazelon, Ph.D.,” In re: Petition for Suspension or Modification of Application of
the Requirements of 47 U.S.C. § 251(b) and (c), pursuant to 47 U.S.C. § 251(f)(2) regarding Time Warner
Cable Information Services (Maine) LLC’'s Request, State of Maine Public Utilities Commission, Docket
No. 2012-198, Docket No. 2012-218, Docket No. 2012-219, Docket No. 2012-220, Docket No. 2012-221,
August 20, 2012.

“Expert Report of Dr. Coleman Bazelon,” Salsgiver Communications, Inc., Salsgiver Telecom, Inc., and
Salsgiver Inc. v. Consolidated Communications Holdings, Inc., North Pittsburgh Systems, Inc., and North
Pittsburgh Telephone Company, Inc., Court of Common Pleas, Allegheny County, Pennsylvania, Civil
Division, No. GD 08-7616, May 10, 2012.

“Oral Testimony of Coleman Bazelon, The Brattle Group, Inc. before the U.S. House of Representatives,
Committee on Energy and Commerce Subcommittee on Communication and Technology,” April 12,
2011. (spectrum)

“Testimony of Coleman Bazelon, Principal, The Brattle Group, before the U.S. House of Representatives,
Committee on Energy and Commerce, Subcommittee on Communications, Technology, and the
Internet,” June 17, 2010 (spectrum valuation).

“Supplemental Expert Report of Coleman Bazelon,” Gemalto PTE LTD and Gemplus S.A. v.
Telecommunications Industry Association, United States District Court for the Eastern District of Virginia,
Alexandria Division, Case 1:08-cv-00776-LMB-TRJ, December 16, 2008.
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COLEMAN BAZELON
Principal 12

“Expert Report of Coleman Bazelon,” Gemalto PTE LTD and Gemplus S.A. v. Telecommunications Industry
Association, United States District Court for the Eastern District of Virginia, Alexandria Division, Case
1:08-cv-00776-LMB-TRJ, November 6, 2008.

“Prefiled Rebuttal Testimony of Coleman D. Bazelon,” In re: Complaint and request for emergency relief
against Verizon Florida LLC for anticompetitive behavior in violation of Sections 364.01(4), 364.3381, and
364.10, F.S., and for failure to facilitate transfer of customers’ numbers to Bright House Networks
Information Services (Florida) LLC, and its affiliate, Bright House Networks, LLC, Florida Public Service
Commission, Docket No. 070691-TP, July 25, 2008.

“Prefiled Direct Testimony of Coleman D. Bazelon,” In re: Complaint and request for emergency relief
against Verizon Florida LLC for anticompetitive behavior in violation of Sections 364.01(4), 364.3381, and
364.10, F.S., and for failure to facilitate transfer of customers’ numbers to Bright House Networks
Information Services (Florida) LLC, and its affiliate, Bright House Networks, LLC, Florida Public Service
Commission, Docket No. 070691-TP, May 30, 2008.

“Declaration of Coleman Bazelon in Support of Plaintiffs’ Motion for Class Certification,” Kenneth
Stickrath, et al v. Globalstar, Inc., United States District Court for the Northern District of California, San
Francisco Division, Case No. 07-CV-01941 TEH, April 25, 2008.

“Testimony of Coleman Bazelon, Principal, The Brattle Group, before the U.S. House of Representatives,
Committee on Energy and Commerce, Subcommittee on Telecommunications and the Internet,” April
15,2008 (reviewing the 700 MHz auction).

“Concerning the Meaning of ‘Fair and Reasonable Compensation’ in Section 253(c) of the
Telecommunications Act of 1996 and the Comparability of the Rights-of-Way Fees Paid by Level 3 in
Massachusetts and Elsewhere,” The Massachusetts Turnpike Authority v. Level 3 Communications, LLC,
et al., The United States District Court for the District of Massachusetts, Civ. Act. No. 06-11816,
December 17, 2007.

“Concerning the Effects of the Fixed Rent Charged for Access to the Massachusetts Turnpike,” The
Massachusetts Turnpike Authority v. Level 3 Communications, LLC, et al., The United States District Court
for the District of Massachusetts, Civ. Act. No. 06-11816, November 12, 2007.

“Affidavit of Dr. Coleman Bazelon,” Gulfside Casino Partnership v. Mississippi Riverboat Council, et al.,
United States District Court for the Southern District of Mississippi, Southern Division, Cause No. 1:07-
CV-110-LG-JMR, May 4, 2007.

“Rebuttal Report of Dr. Coleman Bazelon,” Level 3 Communications, LLC, v. City of St. Louis, Missouri,
United States District Court for the Eastern District of Missouri, Eastern Division, Consolidated Case No.
4:04-CV-871 CAS, June 17, 2005.

“Affidavit of Dr. Coleman Bazelon,” Informed Communications Systems, Inc. v. Intelogistics Corp., d/b/a
Prosodie Interactive, United States District Court, Southern District of Florida, Miami Division, Case No.:
04-61245 CIV Huck/Turnoff (October 12, 2004).

EXPERT DESIGNATIONS

¢ Touch America, Inc. v. Qwest Communications International, Inc.
- Designated as an expert in Arbitration (June 2003)
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¢ Informed Communications Systems, Inc. v. Intelogistics Corp., d/b/a Prosodie Interactive, United
States District Court, Southern District of Florida, Miami Division, Case No.: 04-61245 CIV
Huck/Turnoff
- Filed affidavit (October 12, 2004)

¢ Level 3 Communications, LLC v. City of St. Louis, Missouri, United States District Court for the
Eastern District of Missouri, Eastern Division, Consolidated Case No. 4:04-CV-871 CAS
- Filed Rebuttal Report (June 17, 2005)
- Deposition (July 14, 2005)

¢ Cable Merger before the FTC
- Presented analysis to FTC staff (March 20, 2007)

¢ Gulfside Casino Partnership v. Mississippi Riverboat Council, et al., United States District Court for
the Southern District of Mississippi, Southern Division, Cause No. 1:07-CV-110-LG-JMR
- Filed affidavit (May 4, 2007)

¢ Motorola, Inc. v. State of Mississippi Department of Information Technology Services and M/ACom,
Inc., Chancery Court of Hinds County, Mississippi, Cause No. G2006-2179 S/2
- Testified (May 23, 2007)

¢ American Towers, Inc. v. Jackson & Campbell, P.C., et al., DC Superior Court, No. 003277-06
- Deposition (March 19, 2009)
- Filed Affidavit (May 22, 2009)

¢ The Massachusetts Turnpike Authority v. Level 3 Communications, LLC, et al., The United States
District Court for the District of Massachusetts, Civ. Act. No. 06-11816
- Filed Expert Report (November 12, 2007)
- Filed Rebuttal Report (December 17, 2007)
- Deposition (January 21, 2008)

¢ Kenneth Stickrath, et al v. Globalstar, Inc., United States District Court for the Northern District of
California, San Francisco Division, Case No. 07-CV-01941 THE
- Filed Declaration (April 25, 2008)
- Deposition (June 11, 2008)

¢ In re: Complaint and request for emergency relief against Verizon Florida LLC for anticompetitive
behavior in violation of Sections 364.01(4), 364.3381, and 364.10, F.S., and for failure to facilitate
transfer of customers’ numbers to Bright House Networks Information Services (Florida) LLC, and
its affiliate, Bright House Networks, LLC, Florida Public Service Commission, Docket No. 070691-TP
- Filed Direct Testimony (May 30, 2008)
- Filed Rebuttal Testimony (July 25, 2008)
- Deposition (August 13, 2008)

¢ Gemalto PTE LTD and Gemplus S.A. v. Telecommunications Industry Association, United States
District Court for the Eastern District of Virginia, Alexandria Division, Case 1:08-cv-00776- LMB-TRJ
- Filed Expert Report (November 6, 2008)
- Deposition (December 2, 2008)
- Filed Supplemental Expert Report (December 16, 2008)

¢ Salsgiver Communications, Inc., Salsgiver Telecom, Inc., and Salsgiver Inc. v. Consolidated
Communications Holdings, Inc., North Pittsburgh Systems, Inc., and North Pittsburgh Telephone
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Company, Inc., Court of Common Pleas, Allegheny County, Pennsylvania, Civil Division, No. GD 08-
7616

- Filed Damages Analysis (February 27, 2009)

- Deposition (April 3, 2012)

- Filed Expert Report (May 10, 2012)

¢ Certain Products Containing Interactive Program Guide and Parental Control Technology (Inv. No.
337-TA-820)
- Designated as an expert (June 8, 2012)

¢ In re: Petition for Suspension or Modification of Application of the Requirements of 47 U.S.C. §
251(b) and (c), pursuant to 47 U.S.C. § 251(f)(2) regarding Time Warner Cable Information Services
(Maine) LLC’s Request, State of Maine Public Utilities Commission, Docket No. 2012-198, Docket
No. 2012-218, Docket No. 2012-219, Docket No. 2012-220, Docket No. 2012-221
- Filed Direct Testimony (August 20, 2012)
- Filed Rebuttal Testimony (October 12, 2012)
- Testified (October 23, 2012)

January 18, 2013
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SECURUS

Vau
e

Securus

» Provides Service to 2,200 Facilities via Public Contract (State, County and Local Jails)

e Service provided in 44 States, D.C., and Canada

« Provides inmate calling service with safety, security and investigative features critical to

correctional facilities

« As recognized in the Dial Around docket, and for safety and security, Securus Inmate
Services are permitted to block dial-around and forwarded calls

SCP Centralized System
Path of an Inmate Call

Inmate Payphone

Correctional
Facility

/

Adtran VolP Router

Local LEC Switch

— Leg

—— Diverted Call

itimate Call

Securus Centralized Systen

Including

H

/ o
VolP Cloud
O

Local Call

Inter

Distant LEC Switch

Local Call

Transport
rmediary Switches]

call Validation

I

[

LD Call

l

Call Diverter's VolP Router
Diverts Call to Different Telephone Number

VolP Cloud

—

),

Distant LEC Switch

Unknown Party

4

B

Dialed Party

Legitimate Inmate Call

Diverted Inmate Call

v' Terminating number is validated in
LIDB

X False local number is queried in

LIDB

v' Name and address of terminating
number is generally known
* LIDB is real-time query in
industry-standard database

False local number is queried in
LIDB
o Commercial databases (e.g.,
LSSi) not real-time database or
industry-standard

v" OCN of carrier serving called party
is known
* Enables blocking calls to cell
phones where required (e.g.,
FL DOC)

OCN of transport provider is known
o Prevents blocking calls to cell
phones, hindering contract

compliance

v Service provider is certificated
carrier holding public contract after
bid

® States require certificate as
OSP, LD reseller, or LEC

Call diverter registers as
“interconnected VolIP” (if at all) and
does not hold public contract
o Call diversion cannot satisfy
VoIP definition in 47
C.FR.§93

v Service provider must block calls to
protected persons and to persons
whom inmates are prohibited from
calling

Call diverters enable inmates to
complete calls to prohibited
numbers

Securus’ correctional authority clients discovered the call diversion
scheme and demanded that it be blocked.
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Department of Corrections

RFP # SM-1752 inmate Telephone Services
October 16, 2008
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October 18, 2008
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State of Wisconsin

Department of Corrections
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October 16, 2008
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Los Angeles County Sheriff's Department
RFP No. 388-SH
Proposal for the Inmate Telephone System (ITS) and Services

SYSTEM ARCHITECTURE
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Called Parly

2756 Complaint Investigations

Proposer shall describe the means and the process in sufficient detail for the
timely investigation of Inmate complaints pertaining to ITS operations and/or
billing errors. The process shall provide various means for the Proposer to
receive either inmate or outside customer complaints including, but not limited
to, an 800-number, 24/7 fax number, an e-mail address and/or web link.

PCS Response: PCS has read, agrees and will comply. The PCS Customer Service
Department 1s dedicated to providing friendly and helptul solutions to end user customer
service requests. Customers who accept calls from any of the PCS managed correctional
facilities may call a dedicated toll-free number: (888) 288-9879. This number is staffed with
live representatives 24 hours a day, seven days a week, with average wait times of less
than 30 seconds. The Customer Service Representatives handle issues such as setting up
prepaid accounts, customer billing, call rate inquuries, disputes, credits, refunds, complaints,

and questions.

C. Proposer’'s Approach fo Provide Required Services C-231



Unisys Proposal To Los Angeles County Sata Sheet

]

router that enable the hardware-based encryption on the motherboard provide a robust array of features such as
Cisco 108 Firewall, IPS support, IP Security (IPSec) VPNs (Digital Encryption Standard [DES], Triple DES [3DES],
and Advanced Encryption Standard [AES]}), SSL Web VPN, Dynamic Multipoint VPN (DMVPN), Group Encrypted
Transport (GET) VPN, and Easy VPN, Network Admisstons Controf (NAC) for antivirus defense, Secure Shell (S5H)
Protocol Version 2.0, and Simple Network Management Protocol (SNMP) in one solution set. In addition, the Cisco
1841 router offers bundled network security solutions with IPSEC and S5L VPN encryption-acceleration modules,
making it the industry’s most robust and adaptable security solution available for smail-{o-medium-sized businesses
and smail enterprise branch offices. As Figure 2 demonstrates, the Cisco 1800 Series routers help enable customers
to deliver high-performance, concurrent, mission-critical data applications with integrated, end-to-end security.

Figure 2.  Secure Network Connectivity with Cisco 1841 Router
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VPN Tunnel IV LD s s

= &5 VolP-Enabled

Integrated Services

The new, high-performance and secure integrated services architecture of the Cisco 1841 router {as shown in
Figure 2) enables customers to depioy simuitaneous services such as secured data communications with traditional
1P routing af wire-speed performance. By offering a hardware-based encryption on the motherboard that can be
enabled with an optional Cisco 10S Software security image and the flexibility to integrate a wide array of services,
modules, and interface cards, the Clsco 1841 router helps enable businesses fo incorporate the functions of a
standalone secure data solution.

Primary Features and Benefits

Architecture Features and Benefils

The Cisco 1841 rnodular architecture has been spedcificaily designed {o meet requirements of small to medium-sized
businesses and small enterprise branch offices as well as service provider-managed applications for concurrent
services at wire-speed performance. The Cisco 1841 router, together with other Cisco integrated services routers

© 2009 Cisco Systems, Inc. All rights reserved. This document is Cisco Public information. Page 2 of 10
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> EMBARQ' Section 4 — Functional & Technical Requirements

Benefits include:

o High-quality recordings, allowing investigators to easily discern key words as
well as suspicious background sounds in both the inmate’s and the called
party’s environment

e Reduced complaints due to poor sound quality

e Improved effectiveness of the ITS to detect and prevent fraudulent activity,
such as 3-Way calling attempts

TRADITIONAL PROVIDERS

LIMITED VolP System — RESTRICTED Non-VoiP
Processing Area _ir Processing Ares

TOM “OLE"
JAIL/PRISON GATEWAY GATEWAY CALL PROCESSING CALLED PARTY

SECURUS' SCP-SECURE CALL PLATFORM

UNLIAITED END-TO-END VoiP
System Processging Area

ATEWAY CALLED PARTY

Camier Termination

Wisconsin Department of Corrections
RFP # SM-1752 — Inmate Telephone Services
October 16, 2008 Page 105
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Company
L CCPS
AL CenturyLink
KS CenturyLink
NH CenturyLink
NV CenturyLink
X CenturyLink
Wi CenturyLink
‘WY CenturyLink
AR GTL
CA GTL
co GTL
DE GTL
GA GTL
1A GTL
D GTL
IN GTL
MA GTL
ME GTL
Mi GTL
MN GTL
Ms GTL
NC GTL
NE GTL
NJ GTL
NY GTL
OH GTL
oK GTL
PA GTL
RI GTL
Ne GTL
SD GTL
N GTL
ut GTL
VA GTL
VT GTL
WA GTL
WV GTL
Hi Hawaii Telcom
FBOP  [Multiple vendors
AK Securus
AZ Securus
cT Securus
FL Securus
KY Securus
LA Securus
MD Securus
MO Securus
ND Securus
NM Securus
mMT Telmate
OR Telmate

Interstate ICS Rates*
Rates (2012)
Collect Pre-Paid
1.80 +.16-.26/min.
$3.95 +.89/min.
1.30 +.35/min.
.15/min.
3.00 +.59/min.
.43/min.
?
2.40 +.50/min.
N/A
.44/min.
1.50 +.13/min.
1.71 + .66/min.
?
N/A
3.60 +.80/min.
?
.86 +.10/min.
3.00 +.69/min.
.23/min.

.50 +.05/min.
.33/min.
.048/min.

?

3.00 flat

2.45 + .46/min.
?

.75 flat

1.35 +.09/min.
?

3.00 +.45/min.
2.40 +.40/min.
1.00 +.10/min.
3.50 +.50/min.

3.95 +.89/min.
2.00 +.40/min.
.2433/min.

1.02 +.06/min.
?

?

.30/min.
.05/min.
.34/min.

.59 flat

.24 +.12/min.
.16/min.

Debit

Cost of 15-Minute Call

Collect

Pre-Paid

Debit

*Obtained from Prison Legal News. Reprinted with Permission.

Debit calling only; $9.00 max for calls.

Confirmed 03/08/2013 with provider

Confirmed 03/08/2013 with provider

All flat rates are for 15-minute calls.

Inmate voicemail also available, $1.00 for a 60-second message.

Actual rates are $3.53525 + .61755/min. collect and $3.181735 +.555795/min. debit
Confirmed 03/08/2013 with provider

Confirmed Debit Rates on 03/08/2013 with provider; other rates in contract.
Debit calls included in contract but not in practice

Provided by MD DOC; no per-minute charge for first minute of collect interstate calls. Pending Contract with GTL, under protest.

$.30 for the first minute for collect interstate calls, then $.24/min. thereafter.
All flat rates are for 20-minute calls.
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ICS Commission Data

Commission Payments Percentage
State Company FY 2009 FY 2010 FY 2011 FY 2012 2012
Alabama CenturyLink ? ? ? ? ?
Alaska Securus $84,125.08 $74,503.59 $83,393.95 $85,438.58 7%
Arizona Securus 3,723,046.36 3,884,803.26  4,120,894.06 4,314,062.50 53.70%
Arkansas GTL 2,394,900.77 2,475,527.50 2,447,253.75 2,010,223.57 45%
California GTL 5,985,850.00 NONE NONE NONE NONE
Colorado GTL 2,800,132.91 2,464,650.70  2,495,865.97 1,912,792.10 49%
Connecticut Securus 3,590,667.50 3,797,824.40 4,032,757.64 4,212,201.86 68.75%
Delaware GTL 1,310,401.78 1,444,827.32 1,195,151.36 998,380.04 40%
Florida Securus 2,727,756.86 5,374,083.28 5,205,803.74 5,156,269.19 35%
Georgia GTL 7,445,914.55 7,695,712.76  6,284,715.76 5,316,672.82 60%
Hawaii Hawaiian Telcom 104,875.00 ? ? ? ?
Idaho GTL 1,248,804.57 1,368,425.38 1,495,963.54 1,441,051.81 see note
Illinois CCPS 10,392,626.00 10,940,246.00  12,649,898.00 11,699,879.00 56%
Indiana GTL 1,693,965.32 1,547,481.77 1,929,932.14 1,696,977.76 43.50%
lowa GTL 1,231,000.00 1,231,000.00 750,000.00 650,972.00 see note
Kansas CenturyLink 1,814,693.80 1,876,165.29 1,769,540.31 1,839,450.64 41.30%
Kentucky Securus 3,333,168.00 2,706,767.00  2,880,166.00 2,796,139.00 54%
Louisiana Securus 3,602,686.75 3,303,407.37 3,289,038.16 3,044,009.33 70%
Maine GTL 234,329.79 225,504.10 171,379.45 319,383.27 60%
Maryland Securus ? ? ? ? 48-60%
Massachusetts GTL 1,972,546.06 1,870,044.28 1,706,889.43 1,714,972.89 15-30%
Michigan GTL NONE NONE NONE NONE NONE
Minnesota GTL 3,388,860.00 3,470,898.00 3,767,811.00 3,690,953.00 59%
Mississippi GTL 2,788,922.59 2,262,203.71 1,945,008.21 1,651,805.23 60.50%
Missouri Securus NONE NONE NONE NONE NONE
Montana Telmate 252,121.02 226,095.50 227,834.67 220,617.00 25%
Nebraska GTL NONE NONE NONE NONE NONE
Nevada CenturyLink 3,033,941.22 2,747,336.97 2,736,802.16 2,706,372.51 54.20%
New Hampshire CenturyLink ? ? ? ? 20%
New Jersey GTL ? ? ? ? 41%
New Mexico Securus NONE NONE NONE NONE NONE
New York GTL NONE NONE NONE NONE NONE
North Carolina GTL 7,578,956.67 7,217,875.33 7,464,539.07 6,881,021.44 58%
North Dakota Securus 126,245.62 114,110.95 107,516.94 90,435.73 40%
Ohio GTL ? ?  15,000,000.00  15,000,000.00 see note
Oklahoma GTL 1,240,396.00 1,218,429.88 1,167,318.18 1,017,657.90 76.60%
Oregon Telmate 3,000,000.00 3,000,000.00 3,000,000.00 3,000,000.00 see note
Pennsylvania GTL 7,174,942.65 7,250,923.88 7,361,264.77 585,138.73 44.40%
Rhode Island GTL NONE NONE NONE NONE NONE
South Carolina GTL NONE NONE NONE NONE NONE
South Dakota GTL 241,839.00 154,767.00 229,398.76 520,332.05 33-38%
Tennessee GTL ? 2,954,100.00 2,679,000.00 2,555,800.00 50.10%
Texas CenturyLink 224,228.00 4,276,006.00 5,673,568.00 5,893,470.00 40%
Utah GTL 798,429.40 699,489.59 745,155.88 765,858.16 45-55%
Vermont GTL 65,091.87 63,584.34 40,974.59 44,781.29 37%
Virginia GTL 4,524,329.69 4,033,303.82 4,104,977.98 3,208,762.44 35%
Washington GTL ? ? ? ? ?
West Virginia GTL 903,735.30 890,005.21 919,726.80 696,374.46 46%
Wisconsin CenturyLink 2,039,339.45 2,052,346.15 2,171,279.29 2,344,085.34 30%
Wyoming CenturyLink 347,512.83 475,976.21 532,305.11 385,340.50 65.50%
FBOP Multiple vendors 7,180,900.58 5,734,687.35 4,255,246.24 3,220,277.21 58%
TOTALS: 100,601,282.99 101,123,113.89 116,638,370.91 103,923,222.05

*Obtained from Prison Legal News. Reprinted with Permission.

No commissions, but California Technology Agency receives an $800,000 annual fee from GTL

FY2012 commission amount is for 10 months of the FY.

FY2009 commission amount is only for January through June 2009.

The commission is $2.25 per debit call, $2.00 per pre-paid collect call and $1.75 per collect call. Community Work Centers have a 20¢
FY2012 commission amount is through April 2012.

Not called “commissions,” but the lowa DOC receives payments from its ICS provider.

Commissions amounts are for calendar years, not fiscal years.

Uses a calendar year, not fiscal; 2012 amount is through November 2012.

Commission is $27,000/month + 20%, starting September 2012.

Ohio DOC receives a flat/fixed annual commission of $15 million.
Commission is a flat rate of $2.30 per call, which equates to a 76.6% commission based on a flat rate cost of $3.00 per call.
$750,000/quarter plus 50% commission if profit is over $1.5 million.

FY2012 commission data is incomplete.

33-38% on collect calls (varies by distance); $1.00 commission per debit call (all distances).

FY2012 ended on August 31; commission amount is as of August 5, 2012.

FY2012 commission amount is for 11 months.
FY2012 commission amount is through September 2012.

FY2012 commission amount is from January through August 2012.

Commission does not apply to direct-dial calls; according to the FBOP, most ICS calls are direct dial.
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U ounty of Loz Angeles
Sheriff s Bepartment Headquarters
4700 Ramona Boulevard
Montereny Park, California 91754-2169

LERDY D, BACA, SHERIFF

A Sradition of OService
September 20, 2011

The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
Los Angeles, California 90012

Dear Supervisors:

APPROVE AGREEMENT WITH PUBLIC COMMUNICATIONS SERVICES,
INCORPORATED FOR INMATE TELEPHONE SYSTEM AND SERVICES
(ALL DISTRICTS) (3 VOTES)

SUBJECT

This letter is a joint recommendation by the Sheriff and the Chief Probation Officer. The Los Angeles
County Sheriff’'s Department (Department) and Probation Department (Probation) are seeking your
Board’s approval and execution of an Agreement with Public Communications Services,
Incorporated (PCS) to provide Inmate Telephone System and Services for the inmates and juveniles
being held in both the Department’s and Probation’s facilities.

IT IS RECOMMENDED THAT YOUR BOARD:

1. Approve and instruct the Mayor of the Board to sign the attached revenue-generating Agreement
with PCS to provide Inmate Telephone System and Services for inmates and juveniles being held
throughout the Department’s and Probation’s facilities, with an initial five-year term from November
1, 2011, through October 31, 2016, and three additional one-year option periods, plus one additional
six-month period in any increment.

2. Delegate authority to the Sheriff or his designee to execute Change Orders and Amendments to
the Agreement as set forth throughout the Agreement, including: when the original contracting entity
has merged, been purchased, or otherwise changed; include new or revised standard County of Los
Angeles (County) contract provisions adopted by your Board as required from time to time, including
all applicable documents; implement kiosks and incorporate new technologies, methodologies, and
technigues into the system at additional cost or less revenue to the County if it is in the best interest
of the County; implement rate adjustments mandated by the Federal Communications Commission;
and implement rate decreases for Inmate Telephone Billing Rates and for speed-dial calls.



The Honorable Board of Supervisors
9/20/2011
Page 2

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Approval of the recommended actions will allow the Department and Probation to continue providing
telephone services to inmates and juveniles being held throughout the Department’s and Probation’s
facilities.

The Agreement will allow the Department and Probation to add, change, and/or remove telephones
and kiosks. The telephone system will allow the Department and Probation to have call monitoring
and recording capabilities, system administration, and complete maintenance of all equipment,
hardware, and software.

Implementation of Strategic Plan Goals

The services provided under this Agreement support the County’s Strategic Plan, Goal 1,
Operational Effectiveness; and Goal 5, Public Safety. This Agreement will allow inmates and
juveniles to have access to telephones that generate revenue, which is used to support various
programs and projects for the inmates and juveniles.

FISCAL IMPACT/FINANCING

This is a revenue-generating Agreement. The Department and Probation will receive a Commission
Rate of 67.5 percent from the Total Billable Amount, or the aggregate of all claims by the contractor
against customers for calls, excluding applicable taxes. The Department will receive a Minimum
Annual Guarantee in the amount of $15 million and Probation will receive $59,000 for each year of
the Agreement. Revenue generated from the Departments’ inmate telephone system is deposited
into the Inmate Welfare Fund (IWF) and used for various educational and recreational programs and
projects that benefit the inmates. Revenue generated by Probation will be deposited into their
Detentions Budget (DB) account to benefit juveniles housed at their facilities.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

Pursuant to California Penal Code Section 4025(d), any commission received from the telephone
provider shall be deposited into the IWF.

There is an active Agreement Number 75480 with Global Tel*link Corporation for inmate telephone
services, which was adopted by your Board on April 8, 2008. We are currently in the six-month
extension approved by your Board on June 21, 2011, which will expire on December 31, 2011.

Approval of the Agreement with PCS will ensure uninterrupted telephone services for inmates and
juveniles located throughout the Department’s and Probation’s facilities, and will allow for the
completion of the necessary transition period prior to the expiration of the existing agreement with
Global Tel*link Corporation.

PCS is in compliance with all Board and Chief Executive Office requirements, including Jury Service
Program, Safely Surrendered Baby Law, and Defaulted Property Tax Reduction Program.

County Counsel has reviewed and approved this Agreement as to form.
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The Honorable Board of Supervisors
9/20/2011
Page 3

CONTRACTING PROCESS

On December 31, 2009, the Department released a Request For Proposals (RFP) to solicit for an
agreement with a vendor to provide telephone system and services to inmates and juveniles located
throughout the Department’s and Probation’s facilities. The Department sent notification of the RFP
to 32 vendors through the United States mail and/or by e-mail. The RFP solicitation was also posted
on the County’s and the Department’s websites. The Mandatory Proposers’ Conference and
Mandatory Custody Facility Site Visit were held from April 13 - April 15, 2010, which ten vendors
attended.

On August 5, 2010, the RFP solicitation closed, and the Department received four proposals. An
evaluation committee comprised of individuals from the Department and two other non-County
agencies convened to evaluate the proposals utilizing the informed averaging method in accordance
with the Proposal Evaluation Methodology Policy approved by your Board on March 31, 2009. It was
determined that PCS’s proposal received the highest score, and PCS was the selected vendor for
this Agreement. One non-selected proposer requested a Proposed Contractor Selection Review,
which the Department conducted and found to be without merit. The Department offered the
proposer the opportunity to request a County Review Panel under Board Policy 5.055, but the
proposer did not ask that a County Review Panel be convened.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

Approval of this action will ensure the uninterrupted telephone services for inmates and juveniles
who are being held in the Department’s and Probation’s facilities. Additionally, it will allow for the
continued growth of the IWF and DB, which is the principle source of funding for all inmate programs
and benefits juveniles housed at Probation’s facilities.

CONCLUSION

Upon approval by your Board, please return two adopted copies of this Board letter and three
original executed copies of the Agreement to the Department’s Contracts Unit.

Sincerely,

%@

LEROY D. BACA / ﬂ

Sheriff

DONALD H. BLEVINS
Chief Probation Officer

LDB:AW:aw
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3. Specify miscellaneous fees incurred by call recipients for which revenue share to
County is not realized (includes but not limited to administrative and convenience fees,
single bill fees, and fees associated with credit card based Pre-Paid Accounts):

Single bill fee: $2.89

Convenience fee: See Table Below

Other: See Table Below

GTL charges these fees as a means of cost recovery as they represent tangible costs to GTL
and must be accounted for in the development of our commission offer. These additional costs
are not attributable to the cost of originating and completing a telephone call, and they are not
incurred by GTL on behalf of every called party GTL serves.

Rather than embed these costs resulting from the optional services in the surcharges and rate
per minute applied to all account holders, when not all account holders choose to avail
themselves of the optional services, GTL provides consumers with a choice to use these
services and accordingly charges a separate cost recovery fee.

Detailed below, GTL outlines fees and charges that may be charged to a called party. These
additional taxes and services result in incremental costs to GTL that are recovered through
specific fees applied to the account. Our ability to charge cost recovery fees allows us to offer
Los Angeles County our most aggressive financial offer.

- . Amount
Description of Charge When Applied Charged
i 0,
Federal Universal Service Fee (FUSF) Monthly per Invoice . 13.6% of
of interstate calls interstate calls
Federal Usage Tax Monthly per Invoice Varies
State Usage Tax Monthly per Invoice Varies
Local/City Usage Tax Monthly per Invoice Varies
Single Bill Fee PMontth per $2.89
aper Invoice
Automated IVR Deposit of $25* Per Transaction $4.75
Automated IVR Deposit of $50* Per Transaction $9.50
ITS AND SERVICES RFP NO. 388-SH 3 ITS AND SERVICES

APPENDIX C
Telephone Rates and Payment Schedule


petrolg
Highlight

petrolg
Highlight


Credit Card Deposit through GTL Website** Per Transaction $9.50
Intrastate calls
State Carrier Cost Recovery Fee billed via Paper $1.95
Invoice
. Intrastate Prepaid Up to 5% of Call
State Carrier Cost Recovery Fee calls Amount
Interstate Calls
Federal Administrative Cost Recovery Fee billed via paper $1.99
invoice
i 0,
Federal Administrative Cost Recovery Fee Interstate Prepaid Up to 5% of Call
Calls Amount
AdvancePay Account Close-Out Fee One Time $5.00
Wireless Telephone Account Fee Monthly for wireless Pending Tariff
telephone users Approval
Deposit sent to GTL via Western Union*** Per Transaction $0.00
Certified Check mailed to GTL Per Transaction $0.00
Money Order mailed to GTL Per Transaction $0.00

*Funding an AdvancePay account via IVR deposit (e.g. using a credit card) is an optional personal choice. Fees related to such
transactions are disclosed at the time of transactions and offset GTL's costs of third-party merchant fees, system support,
customer service staff and network service infrastructure associated with making this optional service available.

**For AdvancePay account payments via Website deposit a $9.50 fee will be charged directly by TouchPay, who provides their

services on behalf of GTL.

***\When a person sends money to GTL for an AdvancePay account via Western Union, that person pays Western Union a fee

for that service.

All fees, currently tariffed and prospectively tariffed, are subject to change from time to time as prescribed by the FCC, tax
authorities or by GTL and at the discretion of the entities charging those taxes, charges and/or fees.

The fees and taxes described above are cost recovery in nature and are not considered

revenue and therefore commission is not paid on these cost recovery items.

Note: The County reserves the right to select a proposal in the best interest of the

County.

ITS AND SERVICES RFP NO. 388-SH 4

ITS AND SERVICES

APPENDIX C

Telephone Rates and Payment Schedule
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N U G | www.securustech.net/paymentoptions.asp

MOVE CLOSE

ADVANCE CONNECT TERMS, CONDITIONS & FEES

* When you call or log on; there is no mimimum payment if you mail us a check
or use your online banking service through your local bank. A payment
processing fee of up to $7.95 for credit/debit card payments made over the
phone or on the web may apply. This fee does not apply to payments made by
mail, or using your online banking service through your bank. There is no
minimum funding ameunt if you go to Western Union and MoneyGram;
however, a payment processing fee may also apply. Please note that the
balance in your Account may not reflect recent call activity. Due to our call
processing cycles, it is possible to spend more than the total amount of funds
in your Account. Please monitor your Account balance and use Rate-My-Calls
so you know how much each call costs to ensure you don't spend more than
you intend to, as you will be responsible for payment of any balance due on
vour Account. You have 180 days from the date of the last call received to
request 3 refund of any unused balance in your Account. For Alaska residents,
there is an exception to that closing and refund policy.

If you receive and accept state-to-state or international calls, you may also be
charged a Federal Regulatory Recovery Fee of £3.49.

You may add multiple phone numbers to your Account to ensure you can be
reached wherever you are. If you add one or more cell phone numbers to your
Account, you may be charged a monthly Wireless Administration Fee of up to
$2.99,

MOVE CLOSE

INMATE DEBIT TERMS, CONDITIONS & FEES

* When you fund online; there is no minimum payment if you mail us a check
using a8 remittance sfp. A payment processing fee of up to £7.95 for
credit/debit card payments made over the phone or on the web may apply. A
payment processing fee may also apply at MoneyGram. This fee does not apply
to payments made by mail. When you fund an Inmate Debit account, the funds
become property of the inmate. You will not be able to request a refund from
an Inmate Debit account.?

= ' SECURUS |

connecting what matters”

CAREERS

CONTACT Us

MOVE CLOSE

DIRECT BILL TERMS, CONDITIONS & FEES

A monthly bill processing charge of up to $2.42 may apply. Verification of
ownership of the phone number, including corresponding physical address,
may be required in place of a credit check.

A payment processing fee of up to $7.95 for credit/debit card payments
made to Securus Correctiona! Billing Services (SCBS) over the phone or on
the web may apply. This fee does not apply to payments made by mail or by
using your online banking service through your bank. A payment processing
fee gy alsu apply fur payrnents made through Western Union and
MoneyGram.

There is no minimum payment amount for payments made through SCBS.
Your bill must be paid in full by the due date in order to continue receiving
calls.

If you receive and accept state-to-state or international calls, you may also
be charged a Federal Regulatory Recovery Fee of $3.49.

Alaska Residents: No credit check is required for Direct Bill Accounts.

Late or non-payment of your Direct Bill invoice may result in your telephone
number being blocked from receiving calls and may also restrict your ability
to obtain future credit. Securus may also take further collection action,
including referral to a collection agency.

MOVE

TRADITIONAL COLLECT TERMS, CONDITIONS & FEES

With this option, you are assigned a 90-day rolling spending limit for your
Traditional Collect account, and are subject to more rigorous controls. Each time
you accept a collect call from an inmate, the charges are deducted from your
available spending limit, and we submit those charges to your local telephone
company to add to your local telephone bill. If you reach or exceed your
spending limit during any rolling 20-day pzriod, your Traditional Collect account
will be temporarily blocked from receiving additional inmate calls. As the charges
roll off and your balance drops back below the 90-day rolling spending limit, your
account will be unblocked and you will be able to accept additional inmate calls
up to the spending limit. Should you wish to receive inmate calls prior to waiting
for your Traditional Collect account to be unblocked, you can contact us to
establish an AdvanceConnect or Direct Bll account.

* A monthly bill statement fee of up to £3.49 may apply and will appear on your
local phone bill. No fee will be assessed in any month in which no collect calls
were accepted.

If you receive and accept state-to-state or international calls, you may also be
charged a Federal Regulatory Recovery Fee of $3.49.

CLOSE

| »
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N A R U C

National Association of Regulatory Utility Commissioners

December 28, 2012

The Honorable Julius Genachowski
Chairman

Federal Communications Commission
445 12t Street, S.W.

Washington, D.C. 20554

RE:  Written Ex Parte Comment on the “Wright Petition” concerning inmate calling rates
filed in CC Docket No. 96-128.

Dear Chairman Genachowski:

As you are undoubtedly already aware, last month the Commissioners attending the National
Association of Regulatory Utility Commissioners (NARUC) Annual Meeting in Baltimore, Maryland, passed
a resolution specifically urging the FCC, with respect to CC Docket No. 96-128, commonly known as the
“Wright Petition,” to take remedial action with respect to inflated interstate prison phone rates. A copy of
that resolution is appended to this letter.

The trade press reports that under your guidance, the FCC is actively considering action on that
petition. NARUC encourages you to act expeditiously “to prohibit unreasonable interstate rates and
charges for inmate telephone services.”

The Wright Petition seeks to remedy some of the inequities visited upon consumers who accept
calls from prisoners by establishing benchmark rates that cap the cost of interstate prison phone calls.
Currently, the cost of interstate prison phone calls ranges up to more than $17.00 for a 15- minute call. It is
less expensive for a consumer in the U.S. to call China than it is to accept a collect phone call from a
prisoner in another state.

It does not appear from the record that all charges can be justified on the bases of additional
security measures. In New York, the prison phone rates are $.048 per minute for local, intrastate and
interstate calls, inclusive of all security features required by New York corrections officials. In Texas, prison
phone rates are relatively low at $.23 to $.43 per minute inclusive of all necessary security features.
Excessive interstate rates mainly affect prisoners’ family members — who have no other option but to pay
the rates. Phone calls are the primary means of communication for many prisoners/families, because many
prisoners are functionally illiterate and many are held in distant facilities, which makes in-person visitation
difficult. Research indicates that family contact during incarceration leads to greater post-release success
for prisoners, and thus less recidivism. High phone rates that economically limit family contact frustrate that
positive outcome.



If you have questions about this letter, please do not hesitate to contact the undersigned at

202.898.2207 or jramsay@naruc.org. Thank you for your attention to this matter.

CC:

Respectfully submitted,

James Bradford Ramsay
NARUC General Counsel

The Honorable Robert McDowell, Commissioner

The Honorable Mignon Clyburn, Commissioner

The Honorable Jessica Rosenworcel, Commissioner

The Honorable Ajit Pai, Commissioner

Zachary Katz, Chief of Staff, Office of the Chairman

Michael Steffen, Legal Advisor, Office of the Chairman

Christine D. Kurth, Policy Director & Wireline Counsel, Office of Commissioner McDowell
Angela Kronenberg, Wireline Legal Advisor, Office of Commissioner Clyburn

Priscilla Delgado Argeris, Legal Advisor, Office of Commissioner Rosenworcel

Nicholas Degani, Legal Advisor, Wireline, Office of Commissioner Pai



Resolution Urging the FCC to take Action to Ensure Fair and Reasonable Telephone Rates from
Correctional and Detention Facilities

WHEREAS, Inmate telephone service contracts are exclusive agreements between detention
facilities and telephone companies that provide specialized functionality to enable monitoring of
inmate telephone calls; and

WHEREAS, Although costly specialized equipment and monitoring services are provided, the
contracts for inmate telephone systems often include high connection fees and per minute rate
charges which are unrelated to the cost of providing the service; and

WHEREAS, Contracts for inmate telephone systems are often made by the operators of detention or
correctional facilities and commonly include commissions paid to the State or local contracting
agencies; and

WHEREAS, The commissions are based on gross revenues of inmate phone calls and could provide
an incentive for operators of detention and correctional facilities to contract with telephone service
providers that charge higher rates and/or provide higher commissions; and

WHEREAS, According to a Prison Legal News survey, roughly 85% of State prison systems receive
commission payments and the average commission to State and local contracting agencies is 42% of
the gross revenues from inmates’ phone calls resulting in annual commissions totaling over $152
million nationwide; and

WHEREAS, Inmate calling rates vary from State to State, however in many States, the charge for a
fifteen minute telephone call from an inmate ranges from $10 to $17; and

WHEREAS, Most inmate calls are made as collect calls. As a result, family members and friends of
inmates must bear the burden of above market per minute rates and connection fees; and

WHEREAS, In 2007, 52% of those in State prisons and 63% of those in federal prisons were parents
of minor children according to a Prison Policy Initiative report (The Price to Call Home: State-
Sanctioned Monopolization in the Prison Phone Industry); and

WHEREAS, High rates pose a significant barrier to frequent and meaningful communication
between inmates and their families, in many cases forcing families to limit the frequency and length
of communication with inmates; and

WHEREAS, Communication with the outside world is critical for inmates’ successful re-entry into
society so that inmates can secure housing and employment; and

WHEREAS, Successful reentry is critical to reducing overcrowding and high costs of maintaining
prison systems; and

WHEREAS, A 2012 study by the Vera Institute of Justice (The Price of Prisons: What
Incarceration Costs Taxpayers), reported the total taxpayer cost of prisons in the United States now
exceeds $39 billion, the average cost of incarceration per inmate per year is $31,286 and more than
four out of every ten prisoners return to custody within three years of release; and
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WHEREAS, Due to the growing costs of prison systems, both Republican and Democratic 2012
Party Platforms explicitly recognized the importance of programs that reduce recidivism; and

WHEREAS, Maintaining contact with family members and community, specifically through
telephone communication, has been consistently shown to reduce recidivism which saves taxpayer
dollars (Examining the Effect of Incarceration and In-Prison Family Contact on Prisoners’ Family
Relationships, Journal of Contemporary Criminal Justice); and

WHEREAS, The Federal Communications Commission (FCC) was asked to resolve the issue of
inmate telephone rates that are much higher than rates charged to other customers by imposing price
caps on long-distance prison telephone rates in the “Wright Petition” which was filed in 2003; and

WHEREAS, In 2007, after no final action had been taken by the FCC, the Petitioners submitted an
alternative rulemaking petition seeking per-minute rate caps on interstate long-distance services,
however, no decision has been made; and

WHEREAS, Many States have addressed this issue by limiting rates for local calling, commissions,
and connection fees; and

WHEREAS, California, Nebraska, New Mexico, New York, Michigan, Missouri, Rhode Island and
South Carolina have banned prison telephone system commissions and, as a result, the cost of prison
phone calls in those States have dropped; and

WHEREAS, A broad coalition of groups and organizations have urged the FCC to address high
phone rates in correctional institutions, including the FCC Consumer Advisory Committee and the
National Association of State Utility Consumer Advocates; now, therefore be it

RESOLVED, That the National Association of Regulatory Utility Commissioners (NARUC),
convened at its 2012 Annual Meeting in Baltimore, Maryland, and encourages the FCC to take
immediate action on the “Wright Petition” by prohibiting unreasonable interstate rates and charges
for inmate telephone services; and be it further

RESOLVED, That State and federal action should consider policies that could lower prison phone
rates as a step to reduce recidivism and thereby lower the taxpayer cost of prisons.

Sponsored by the Committee on Telecommunications
Adopted by the NARUC Board of Directors, November 13, 2012
Adopted by the NARUC Committee of the Whole, November 14, 2012


petrolg
Highlight

petrolg
Highlight

petrolg
Highlight


ExXHIBITJ



Policies And Resolutions (Public Correctional Policy on Adult/Juvenile Offender Access to Telephones)

Record Detail

Name

Type
Date

Description

Public Correctional Policy on Adult/Juvenile Offender Access to
Telephones

Policy
Jan. 24, 2001; Feb. 1, 2006; Feb. 1, 2011

Public Correctional Policy on Adult/Juvenile Offender Access to Telephones
Policy Statement:

Recognizing that there is no constitutional right for adult/juvenile offenders to have
access to telephones, it is nonetheless consistent with the requirements of sound
correctional management that adult/juvenile offenders should have access to a range
of reasonably priced telecommunications services. When contracting for
telecommunications services for adult/juvenile offenders, correctional agencies
should:

A. Comply with all applicable state and federal regulations;

B. Establish rates and surcharges that are commensurate with those charged to the
general public for like services. Any deviation from ordinary consumer rates should
reflect actual costs associated with the provision of services in a correctional setting;
and

C. Provide the broadest range of calling options determined to be consistent with the
requirements of sound correctional management.

This Public Correctional Policy was unanimously ratified by the American Correctional
Association Delegate Assembly at the Winter Conference in Nashville, Tenn., Jan. 24,
2001. It was reviewed and amended at the Winter Conference in Nashville, Tenn.,
Feb. 1, 2006. It was reviewed and amended at the Winter Conference in San
Antonio, Feb. 1, 2011.

http://www.aca.org/government/policyresol ution/view.asp? D=2& printview=1[12/12/2012 1:01:18 PM]
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JaY, A

I A FEDERAL COMMUNICATIONS COMMISSION
\, I WASHINGTON

S ompresots’

OFFICE OF

FHE CHAIRMAN June 24, 2010

The Honorable Dianne Feinstein
United States Senate

331 Hart Senate Office Building
Washington, D.C. 20510

Dear Senator Feinstein:

Thank you for your letter regarding inmate calling service (ICS) and the related
rulemaking proceeding pending before the Commission. I appreciate this opportunity to learn
your thoughts about this very complex issue.

In addition to the two petitions that you mention in your letter, the Commission also is
considering a related petition for declaratory ruling filed in 2009 by Securus — one of the largest
providers of ICS. Securus asserts that certain service providers allow inmates to place local calls
to their family and friends by inappropriately avoiding long distance charges. In its petition,
Securus seeks to be allowed to block these calls. Some commenters, on the other hand, argue
that these types of call-routing arrangements exist because the rates for ICS are unreasonably
high.

This proceeding raises complex factual questions and issues. Commission staff is
reviewing the extensive record that has been compiled, and continues to meet with interested
parties to obtain a better understanding of the information that has been submitted to the
Commission. I understand your concerns and want to assure you that the Commission is
working to address the questions raised in this proceeding as quickly and equitably as possible.

I'appreciate your interest in this important matter. If I can provide any further assistance,
please do not hesitate to contact me.
Sincerely,
V '

Julius Genachowski



FEDERAL COMMUNICATIONS COMMISSION
WASHINGTON

OFFICE OF
THE CHAIRMAN June 24, 2010

The Honorable Patrick J. Leahy
United States Senate

433 Russell Senate Office Building
Washington, D.C. 20510

Dear Senator Leahy:

Thank you for your letter regarding inmate calling service (ICS) and the related
rulemaking proceeding pending before the Commission. I appreciate this opportunity to learn
your thoughts about this very complex issue.

In addition to the two petitions that you mention in your letter, the Commission also is
considering a related petition for declaratory ruling filed in 2009 by Securus — one of the largest
providers of ICS. Securus asserts that certain service providers allow inmates to place local calls
to their family and friends by inappropriately avoiding long distance charges. In its petition,
Securus seeks to be allowed to block these calls. Some commenters, on the other hand, argue

that these types of call-routing arrangements exist because the rates for ICS are unreasonably
high.

This proceeding raises complex factual questions and issues. Commission staff is
reviewing the extensive record that has been compiled, and continues to meet with interested
parties to obtain a better understanding of the information that has been submitted to the
Commission. I understand your concerns and want to assure you that the Commission is
working to address the questions raised in this proceeding as quickly and equitably as possible.

[ appreciate your interest in this important matter. If I can provide any further assistance,
please do not hesitate to contact me.
Sincerely,
V ]

Julius Genachowski
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May 13, 2010

The Honorable Julius Genachowski
Chairman

Offices of the Commissioners

Federal Communications Commission
445 12" Street SW

Room 8-B201

Washington, DC 20554

Dear Chairman Genachowski:

We write to express our concern regarding the lack of regulation of interstate telephone
calling services for incarcerated persons and their family members. A petition for
rulemaking was first filed with the Commission in 2003 on behalf of Martha Wright. The
Commission never took any action on this petition; as a result, in March 2007 petitioners
filed an alternative rulemaking proposal related to inmate calling services (CC Docket
No. 96-128). This second petition requested that the Commission establish benchmark
rates for all interstate inmate calling services at a rate no higher than $0.20 per minute for
debit calling services and $0.25 per minute for collect calling services.

A substantial number of comments have been submitted to the Commission by a wide
array of organizations, including telecommunications carriers, civil liberties groups, and
prison and correctional authorities. Telecommunications carriers have also provided the
Commission with cost estimates for interstate debit and collect calls. Based on this
information, we ask that you act expeditiously to issue federal regulations on this topic.

We recognize that the majority of phone calls that inmates make are intrastate calls and
hence may not be subject to federal regulation. We note, however, that the children and
families of incarcerated individuals tend to be low-income and often rely on federal
assistance to meet basic needs. We urge the Commission to consider these issues and to
propose recommendations that will help guide state governments and the
telecommunications industry in establishing appropriate rates and other reform measures
to address the high costs that are often charged for intrastate calls.

We look forward to your continued attention to this issue and to a swift examination of
the issue of inmate telephone rates.



Sincerely,

| Jrme ST —

A Y DIANNE FEINSTEIN
Unyfd &tatef Senator United States Senator
cc: Commissioner Michael J. Copps

Commissioner Robert M. McDowell
Commissioner Mignon Clyburn
Commissioner Meredith Attwell Baker
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